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NATIONAL, PETROLEUM COUNCIL
Thursday, January 13, 1949
The National Petroleum Council met at 10:15 o'cloak
a.m., in the Secretary's Conference Room, South Interior Build-

ing, Washington, D. C., Mr. Walter S. Hallanan, Chairman of

41, the Council, presiding.

CHAIRMAN HALLANAN: Gentlemen, the council will please
be in order. The Secretary will call the roll, There are
several new mimbers of the Council, and as their names are

called, I would like them to rise so that they may be introduced

‘bofore'the.council for the first tiﬁu. The Secretary will call

the roll. |
(Mr. James V. Brown, Secretary and Treasurer of
the Council, called the roll and the following réspondcd:)
H. T. Ashton
Hines H. Baker !
Max W. Ball |
CHAIRMAN HALLANAN: He is the firat new member, a
distinguished member. (Applause) |
MR. JACOBSEN: Could we be told something about his
background, please?
CHATIRMAN HALLANAN: That will probably unfold itself.
(Mr. Brown continued to call the roli, and the
following responded:) | |
T. H. Barton
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Jacob Blaustein
Paul G. Blazer
Reld Brazell
Bruce K. Brown
Russell B. Brown
H. 8. M. Burne
Howard A. Cowden
sfuart M. Crocker
E..DeGoiyer
'J. C. Donnell, IT
‘Payette B. Dow

- J. Prank Drake
John Dressler
Jameg P. Dunnigan
R, G, PFollis
B, C. Graves
J. Pﬁrks Gwaltney
Walter 8, Hallanan
B. A. Hardey
George A. Hill, Jr.
Harry B. Hilts

CHAIRMAN HALLANAN: This new member of the Couneil
1s Exeeutive Secretary of the Atlantic CQ:at 011 Conference,
Inc., of New York City. We aﬁe g;ad to have you with us.

(Applause)



(Mr. Brown contimued to call the roll, and the
following responded:) | |
Bugene Holman (by proxy Suman)
D. A, HMuley
A..Jaecbuen
B, Brewster Jennings
w.'AJton Jones
W. G, Maguire
 B. L. Majewski

J. Howard Marshall
N. C. McGowen
Arthur W. MoKinney
Brown L. Meece
J. S. Morris

M[ W\MC—- A L [ A S— Mt’c LTI e (ﬁ—— [ar B0 IS WL Tl '1‘-( ,("‘as.
o S. B. Meuher

GEE

o Glenn F. Nlelson
S. F. Niness
Joseph I. Nolan
Rankin ?. Peck
Joseph P. Pogue
Frank M. Porter
E. E, Pyles
D, T. Ring
M. H. Robineau
W. S. S. Rodgers

A. H. Rowan



W. F. Sehmann
 CHAIRMAN HALLANAN: Mr. Sehmann, will you rise?
We are glad to have you. Mr. Sehmann_iu the new President.
of the National Stripper Well Aaascciation. Ve ar& glad to -
have you, Mr. Sehmann. (Appltuse)
(Mr, Bfown continued to call the roll, and the
following. responded:)
o Fred W. Shields
CHAIRMAN HALLANAN: Mr. Shields, we are glad to
have you. Mr. Shields is the new President of the Indcpendent.
‘Petroleum Asaociatioﬁ of America, an independent producer
from San Antonio, and we welcome you to the Council, (Applause)
| ﬂ?%(Mr. Brown continued to call the roll, and'tﬁ;
éfollcwing r#spohdedz) | ’
Harry F. Sinclair
Reeae H. Taylor
H. L. Thatcher
W W, V&ndeveer‘
Guy L. Warren
CHAIRMAN HALLANAN: Mr. Warresn, we are‘glqd_to
welcome you to the Council. This 1s Mr. Guy I, Warren, who
is Preszident of the Texas Independent Producers and Royalty
Ownere Association. We are glad to have you. (Applguae)f
- (Mr. Brown continged to call the roll, and the

following responded:) -



L. 8. Wescoat
Joauph.F. White, Sr..
C. R, Williams
Robert E. Wilson
| W. 5. Zehrung
CHAIRMAN HALLANAN: Mr. Zehrung, we ars glad to
ﬁeleome you. This is Mr. W, S. Zehrung, who 1s President
of the Pennzoil Company of 01l City, Pennsylvania, and
President of the National Petroleum Association. We are
glad to have you. (Applause) |
(Mr. Brown contined to call the roll, and the
following responded;)
" Ralph T. Zook
SECRETARY BROWN: A quorum is present, Mr. Chairman.

CHAIRMAN HALLANAN: @entlemen, a quorum l1s present,

. and we are ready to proceed to the transaction of business.

The first order will be the report of the Secretary-Truasurer
as to the financial cendition of the Council. |
SECRETARY BROWN: During the year 1948 we have
received contributions that are allocated to our year's
budget. As yﬁﬁ'ﬁeeall, the request was to mnke/tie budget
of the former yeers. That amount was $11,430., The 1948
budget collections were $62,969. Other receipts were $577,
for total collections during this fiscal year of 574,977.97.



We spent as follows: The gross payroll, ¢23;497.
which was just under our budget amount. The net payroll
after deduction of taxes was $20,793. Those taxes were
$3,031. Meetings, travel, and so forth, $7,212, Postage,
$1,4§0;‘ We stayed under the mark on postage. Telephone
and telegraph, $3,524. We did a lot of talking, more than
we expected to. The rent‘was $7,500. Subscriptiona, $1,4#60.
Printing and supplies, we went over our expectetions with a
total of $9,654.82, Miszcelaneous 1tem§, $2,668., PFurniture
and fixtures, $2,216. Or a totsl of all expenditures of
$59,911.96.

That left us $15,065 from our collections over and
above the expenditures.

We had a balance carried over from the previous
year of $15,208, We wind up the year with & balance in the
bank of $30,273.9%.

I might add here that the contributions were received
from 84 of our 90 membera, The pro-rata share in 1948 equalled
$665.69¢ Sixty-nine membersrout of the 90, or 77 per cent,
contributed sums equal to their préeratn share, oﬂ greater.

CHAIRMAN HALLANANS You have heard the report;
gentlemen. Any comment?

MR. MAJEWSKI: I move that the report be received

and placed on rile.



CHATRMAN HALLANAN: Mr. Majewsii moves that the
report be received and placed on file. |

(The.motion was put to a vote and carried.)

CHAIRMAN HALLANAN: Gentlemen, you have received
- copies of the minutes of the last meeting of October 21, 1948.
Those ﬁinuten were malled to the members of the Council on
Novimbértao.- What 1s your pleasure? Any correcfibna or
any ceﬁmenta? If nof, a motion to approve will be ln order.

MR. MAJEHSKi; I move that the minutes be approved.

CHAIRMAN HALLANAN: Mr. Majewski moves the minutes
of the meeting of Octchber 21 be'appraved;

(The motion was regularly seconded and was put to a
‘vote aﬁd carried.) |

_CHAIRMAN HALLANAN: At this time, gentlemen, I
deaire to present to the Council the Acting Director of the
011 and Gas Divisioﬁ, Mr, Robert E. Friedman. (Applause)

MR, ROBERT E, FRIEDMAN (Acting Director, 01l and
Gas Division): Thank ydu very muoh, Walter. I hope I don't
need an introduction to most of you, and I merely went to
emphasize the one word‘ﬁhnt.Walter used, "acting.” I am
acting in a pair of shoes that are far too big for‘mg. One
of the finest experiences of my life has been working with
Max Ball, and I realize from him what 1t takes in the way
of wiedom, experience, patience, and many other virtues of

which I don't have enough to be director of the 011l and Gas




Division,

All I can say is that I will do my best until

you get the man to f1ll Max's shoes, which I hope w;ll be

very msoon.

CHAIRMAN HALLANAN: Thank you, Bob. (Applause)

Gentlemen, the next order of business 1s the

election of officers and standing committees. The Agenda

Cormittean

motion to

and the Appointment Committee.
Previously the order of business has been for a

be made for the chdir,to appoint & nominating com-

mittee, What is your pleasure at this time?

DeGolyer?

Deliolyer,
Thatcher,

Comuittes

MR, DeGOLYER: I so move.
(The motion was regularly geconded.)

CHAIRMAN HALLAMAN: How many 4o you suggest, Mr.

MR. DeGOLYER: PFour or five.

CHAIRMAN HALLANAN: You have heard the motion.

(The motion wae put to a vote and carried.)
CRAIRMAN HALLANAN: The Chair will appelint HMr.
Colonel Drake, Mr. Taylor, Mr. Jemnings, Mr.
Major Hardej, and Mr. Donnell as the Nominating

to submit a report on the election of officers.

MR. DeGOLYERs Shall we reti»e from the room?.

. CHAIRMAN HALLANAN: Yes. You have a job to do.

MR. DeGOLYER: Let's meet out in the hall.

(Thc committee left the FOOm. )

S,



© CHAIRMAN HALLANAN: Pending the report of the
Nominating cnﬂﬂittﬂﬁf.if there 1s no objection, we ﬁill pro-
ceed to the consideration of other reports, and I would ask
Mr. Hill if he will now present the-ruport of the Agenda
Committee. |
(Mr, Hill.read the report of the Agenda Committes)
MR, HILL: I have a resolution, Mr. Chairman, which,
1f this report 1s adopted, I would also 1ike to present in
conhaétign,with the report to carfy cut the last matter
referred to. |
CHATRMAN HALLANAN: I would suggest that you present
that now. . | |
MR, HILL: This 1s the resolution in relation to the
payroll savings plang |
"WHEREAS, The widespread distribution of the ownership
of the Naticnal Debt ls 2 ﬁutual problem of Government
and Amerioan business; and
WHEREAS. The proper management of this debt is of
vital importance to the economic welfare of our country,
the future of American industry and our free enterprise
syatem; and
WHEREAS, The United States Treasury Department is
promoting the widespread cwnership of ocur naticnal debdt
: through the sale of United States Safingq Bonds; and

WHEREAS, The proceeds from these sales will be used
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to retire maturing bank-held obligations so that Bond
sales to individuals do not increase the debt but will
spread it more widely; and

WHEREAS, It 1g believed by the Treasury Department
that the best way to reach the greatest number of indi-
vidual bond buyers most effectively is through the Pay-
roll Savings Plan throughout all of American industry;
therefore -

BE IT RESOLVED that this Council hereby reccmmends
that every company in the petroleum industry in America
cooperate with the United States Treasury Department in
thelimportant Savings Bond program.

BE TT FURTHER RESOLVED that the Chairman of the
‘National Petroleum Council be and he is hereby authorized
to take such steps as he may deem appropriate to bring to
the attention of the memberz of this Council and to the
petroleum industry, the efforts of the Treaaurylbepirtment
- to promote and extend the Payroll Savings Plan, and to
invite the voluntary support of the entire industry in
making such plans avallable to company employees, and
encourage contirued interest on the part of their employ-
ees in acquiring United States Savings Bonds,"

I move the adoption of the report, Mr, Chlirman, and -

of the resolution which I have just read.

CHATRMAN HALLANANt: You have heard the report of
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the Agenda Committee as submitted by Chairmen Hill, and also
ﬁhe proposed resolution in connection with the réport.

(The motion was regularly seconded.)

CHATRMAN HALLANAN: It has been moved and seconded
that the report be adopted, All in favor indlcate by saying
“"aye", contrary "mo." The report iz unanimously adopted.

~ Dr. Wilson, may we pass on to you now to submit
the report of the Petroleum Refining Capaoity Committee?

DR, WILSON: The report is being circulated, I
will read 1it.

- {Dr, Wilson read the report of the Committee on
Petroleum Refining Capacity, with the following interpolatione:)

No. 1t Substantially higher than we had anticipated
and that previous reports had indicated.

No. 2: The figures are plotted here. The Bureau
of Mines up until the end of 1947, and the new council survey .
since that time. That jump 1s not entirely due to bullding,
though it 1s very largely due to bullding or bottleneck dimi-
nntion,rbut vwe have put in for the firat time part of the
cracking capacity of the counfry which 1ia today being used for
crude charging, provided it is expected to bhe so used duxing
the year 1949, I will cover the exact wording of that phra?e
a liétle'iater on. _ |

I think 1t 1s particularly interesting to note that

in these years of satress the refinery runs have increased

- _ . . I
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more rapldly than at an& other time in the history of the
eountry, and the refining capacity during those two yea?s
hag increased more rapidly than ever before 1n_the history
of the éountry. Oof course it should in view of the t{remen-
dous amounts of money that were spent. Nevertheless, in view
of the shortage of steel and manpower and other thinge, it
represents & remiarkable accomplishment to my mind that it
was possible to do it,

You will notice the comparative line on runs to
gt1lls. The chart that 1= in your report does not contain
that, ahd we are going to delay the release of the report
until that can be added. You will be sent another copy of
this report which willl show the actual runs to stills which
is not on the present one, and the report wili not be released
until Monday on that account, S0 please keep that in mind
in discussing the report.

You will.notice that the gap has steadily narrowed
since 1932, The gap between capacity and runas has steadily
narrowed. In actual magnitude it is larger than back here
(1ndieat1ng)rbut in percentage this is the smallest percentage
ﬁf surplus refining capacity that the country has ever had,
about 10 per cent, as you lmow. |

These charts spread cut by quarters the figures.
for 1948 and 1949.

I mey say that in plotting there is a slight error
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43

thet should be kept in mind in that the capacity represents
the averdge capacity--Excuse me, the runs represent the
average runs for the year, and the capacity is the oapacity
at the year-end. Therefore you really cught to compare this
with & point mid-way between the first of the year and the
last of the yoear to get a strioctly acourate comparison.

No. 33 Of course everyone in the industry knows
that erude running capacity is a flexible thing, depending
on the types of crude and the prodﬁct tote made, This simply
tells them to make the estimate on what type of crude you ‘

expect to run and what products you expect to make, That

still leaves a certain degree of uncertainty, but that 1is

certainly the most accurate figure we can get.

No. 41 That doesn't mean they put in all the
ing capacity that isn't being used, but they put in that p
that they.think they are likely to,uae.na:t year, and that,
is one of the reasons, as I shj, tor.tha;qubnt&qtiql inores
in erude rumming capacity. |

No. 51 I want to emphasize that difference which
of'ten ien't apprgeiatqd. - Most concerns feel that they get'
the lowest average cost when they cperate at 100 per cent
of capacity, but when you have mnta;iil of widely varying
ages and efficiencies, that is not true. I am oonfident that
to go above 90 per cent in cur industry, realizing the type

of units that we have brought into eperation, we would increase
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rather than decrease average costs.

(Dr. Wilson continued weading to the end of the
report. )
| DR, wzxﬁoms, The tabulations by districts follow.
I thank yow, Mr. Chairman. | |
CHAIRMAN HALLANAN: Thank you very mnéh; Doctor.
The report 1z open for discussion gentlemen. |

MR, JACOBSEN: 1T move ites adoptloen.

MR. MAJEWSKI: I would like to make a substitute
motion that we recelve and place on file the report because
it involves a ptatictleal survey prepared for the Joint
beneflit of the government and industry, which should be
received by the Council and placed on‘rile, and not adopted
or approved. I would like to have the record show that for
the benefit of myself and other people who might some day
have to explain the adoption of the pstroleum refining capacity
report, I aﬁ referring speclfically to the Department of
Justice.

CHAIRMAN HALLANﬁN: Dr, Wilson, this=iu the final
report of the conmmittee?

DR, WILSON: That is correct.

CHAIRMAN HALLAWAN: You submit it for the Council's

adoption?

DR. WILSOH; It seems to me that we really ought to

distinguish between factual reports that we accept and policy

guestlona which we adopt, and therefeore I think Mr, Majewskl's
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motion is quite proper.
MR, JACOBSEN: I withdraw my motion.
CHAIRWAN HALLANAN: You accept Mr. Hajewski's sub-
ptitute?
MR, MAJEWSKI: I accept Mr. Jucobsen's new‘motion.
 (The second motion was put to & vote and carried.)
CHATRMAN HALLAN&N: yThe report 15 received, Doctor. ;
M. thdeveer, gan you malke any progreas report -
on the manpower commlttee, of which you are the chairman?
You have no written report?
MR, VANDEVEER: That is right.
CHAIRMAK HA#LAHANa Mr. Vandevesr, of the Committee
on Manpower. | | |
' MR. VANDEVELR: Mr. Chairman, we have no written
report. Tha working committee of the Manpower Committee met
here in Washington dey before yesterday, the 1llth. At the
committee meeting were the zeveral branches of the Government,

’rt"{f‘[jﬂ{r J
#he—d&ffﬁ??ﬁf bureaus who are interested 1ﬁkmnnpawer. After

7 ot

arriving at aonclusion*as tonwhab the manpower committee
' , BAC S P.ﬂ? \ 1,{? 4 ‘
was supposed to.-de—we-ppeTEsiot—to™ r an utling of the

different classifications of personnel in the entire petroleum
o A7
industry and break” down into subdivis fnl,u~ﬂzyaaf; éﬁ/
a,nt* Mjérl )/‘zﬁ/‘ r gkt ,{,fnfu %ﬂ (2 ﬁﬂz{mwf
~—HERE—war—t R ARY came to-the - Q&i“"‘ﬂd
ﬁ&a&{j Wjﬁsz/’ﬁﬁi -!’e‘r’" (,ffmm.b’!fﬁ :'iﬁj? y)ﬁirﬁ{'?f }f ;Lu,l ey f?ﬁf’" f: 14- ﬂ’u«eﬂu»g

fft ey {( L#JN{“,,,

e it and-they were repoeser o HIT" —4he--com-
{r‘ E!u ?{5‘7‘; 5;1,12.4?:#11?{« AL ax “f'/’ﬁwi,@qu, »J'”’féf {,l}{l[ rz’f a5 Mw%{as B
mit . i-think;;haxumuhduunngo\u’Iittiﬁﬁﬁﬂﬂfundw%hek—

,l./t« tr}l‘ f%g!‘{#rﬂ p;—m,#f* At
i
i
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inrermation thit 18 asked by the WSRD 1rn securing information
whie Wil 58 “%iﬁi*ﬁ‘fﬁ?éf“ﬁ‘f branches of the Indusatry. At

the present time there are a great many reservists in the

£iw
i

industry, and if these men were pulled cut, unquestionably
aellon eonldd ust

the 1ndustry would no@%&va a_severe loss and probably,vimeTe
fwf@éﬂ fo LP L‘f*l”.’[;f]'# )»L{J‘Z e,-fﬁﬁ /ﬂ?”i ?4-‘1‘%@{'/ e M/‘j’w .ﬂia{,a,[.:qu o 1,0“.5; et}
DY g .- w w‘-‘*r ﬂ,"‘é&m?’; GO ‘/

dmﬂz&;u,ﬁﬂ.{ ALt :, é?ﬁ‘_‘:_ lﬁrm < Aargl

)
(UW&L!J“ wf,

To ?ummlrize,g
g s vt ed f)n > sa;mjf,;a ,:,uf?hu .fﬂ R SR r‘frwjvfwwuw( 7

PeaEL Tt E e mading: studles or‘%ﬁ; ’Zéifa
J((.p.f

nents of the 1nﬂustry. We had only a amall working committee,

.Mr. Chairman, to get this thing started. The next m@otins
will be the entire &umnittec. %Ik I can anythatthere‘
was aaﬁ@ diaeuluioh as to who should make the survey for
the_industry. The Labor Statisticel Department was with us,
and in some branches of the industry they have very good

informationy in others there is praetieally no 1nrormatidh.

:mnkb#¥h!=uur1591 Ag 1t rests now, the survey will be made
% i
by men of the industry, men Jor all parts of the country, and

the nurvey will only be as good as you gentlemnn right hnre
ll:fﬁw&mu« Cottnd .,{

instruet your organizatians to
Thoe. VL gits ?3"‘-"‘-./“:{ Wil

£ : T~bire subcemmittees whc will ask
, JMJ%‘;; FFLE Z; sare OPL dﬁzﬂ Ptk At
for the over-all nﬂ—thamennlnmnnnwntw;aunmnoupaniesuann_;

breakkdewn., I hope that if we SQt that information, aemn day

1t will be worthwhila to the industry in the preserving of

key msn. The bursaus have told ub that they were golng to
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.ﬁgocept by and lagge the recommendations of the Industry &=
Lol 7,/}{24‘:’-"1»@4‘,5‘3?&-/;4 '

A ’Tra{'_ﬂ"":
! oyl i dynmg e il

4 . sory—fett should be exempt from.militery
| service in-the-event-of EIN ENETZENTY.
I thank you, Mr. Chalirman.
CHAIRMAN HALLANAN: Thank you very much, Mr, Van-
deveer, Would any member of the Council like to asi Mr,
Vandeveer any question in connection with the study the com-
mittee 18 engngcd in making on the manpower sltuation? We
regard it as a very important assignment which you have
undertaken, Mr. Vandeveer, and we are very much encouraged
by the way you have approached 1it. | |
Gentlemen, last July the Secretary of the Interior
addressed a request to the Council that a committee of the
Council be named to study and to reactivate the report of the
National 0Oil Policy Committee of the petroleum industry War
Council which was adopted in October 1945. The,Agtnda Com-~-
mittee approved that request, #nd the committee of 24 was named
as & subecommittee of the Council to prepare and submit to you
what I regard as a historic doaumsht. I think it represents
| & real milestone in our Amaricah way of doing things now.
| | This committee, as you are quite aware, has been
engaged in extensive study of this docgmnﬁt, and it has had
numerous sessions. I know there has been 2 great deal of
effort, work, and atudy applied to the formalation of this

instrument which has now come before us for conslderation.
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The committee has brought forth a unanimous report on &
national oi)l policy pronouncement. You have had the benefit
of seeing this report, and I now would like to call upon Mr.
Jacobsen, who has given fine leadership to this graub, to
present for your consideration this document, which I belleve
represents the mbst important report which this Council has
had to consider since its organization., Mr., Jacobsen,

MR, JACOBSEN: Mr. Chairman and Gentlemen: You have
had this report before you for a couple of weeks., It was
aent auﬁ by mall. A very slightly revieed copy 1s in your
hands now. T shall refer to those very slight revisions in
8 mambnt.

T would like to say first of all that the item of
the national oil policy has been one of ocur favorite 1ndo§r
sports in this country for some time. MNearly everybody has
been doing 1t, and there his been a great deal of general
impression that we didn't have an o¢il policy, as if an oil
poiicy were something entirely new. As a matter of actual
fact, we have an oil policy, and we have had it for years,

It has ﬁéver been brought down to ~ I should not sny.it never
hes been brought down because it has been done a number of
times by different psople. What I would say is that we have
never had & policy orficially adopted by the American govern-
ment as & policy, but the policy which has evolved during the

whole life of the American oil industry since the firat oll
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well, that policy has been in effect. It has, as I jJjust saild,
evolved; and it has evolved under the stress of changing
aonditiana in a highly competitlve atmogphere. We have had
perioda of overproduction and not encugh production, and we
~ have had war and we have had peaci, and if you can Judge the
efficacy of any péliey by the result obtained, then this
American oil policy that we have had has been a pretty darned
good pofiéj‘boeause 1t has enabled us\to develop by far the
finest oll industry in the wogld, ané it has enabled us to
provide oll products not only to the people of this country,
but other countries as well in abundance and at prices lower
than would otherwise have been possible.. |

I think you will agree, gentlemen, that the proposal

of policy or draft of poliscy that you have before you does

not in any important way differ from thq policy that has been
developed and that hie been evolved during all the joars of
the 1ife of the American petrolsum industry. As our Cheirman
_ has told us, the committee that you appointed for this purpose
hae worked very hard and dilligently on the subject. We have
had a great maﬁy meetings, not merely of the main committee
but of the drafting committee as well, and T want to pay
tribute to the work done by that drafiing committee headed by
Dr. Pogue. |

_One thins has been rather interesting in the work

we have done on this thing, and that is that practically all



20

of the discussions and arguments we have had have bheen rather
ahout how fo express the thoughts we had in ﬁind. We have
really had very little difference pr opinion in regard to
basic principles, not withstanding the fact that the main
committee as well as the drafting committee were composed of
men of all branches and lines of the induatry, big and little.
There has been a remarkable unanimity in respect of the trends
ﬁe wanted to achleve. There has been lots of argument as to
juet exactly how to put 1t, and we have argued for hours as
to whether we should say "but" instead of "however", and things
of that sort. Generally there has been a remarkable degree
of unanimity in respect of the basic principles that should
ﬁnﬂerliothe reporf. Thé explanetion of course ig easy, and
I think 1t is the one I referred to # moment ago, namely, that
those principles have proven themselves during the whole life
of the American oil industry to be highly beheficial not only
for the industry but for the countrf as ﬂelln
| Coming down to the poliecy 1taeir, 1s it your pleasure
that I_regd the whole darned thing, or can we take it as
having-beén read by you gentlemen?
MR. BARTON: I think the more effective way 1s for
you to read 1it.
DR, WILSON:; Everybody has had a chance to read it.
MR, JONES: Yes, I suggest everybody in this room

who is interested has read it. I think if the Cheirman of the
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committee woﬁld point cut the few ahingek that have beén madas,
there are oniy three or four since the draft was drafted and
distribﬁtcd,‘it wou;d,aerve any useful purpose. I so move.

DR. WILSON: Seccnd the motion.

CHAIRMAN HALLANAN: You have heard the motion of
Mr, Jones &8 the Chairman of the National 01l FPoliey commitiee
that he indicate the changes made from the report mailed to the
members of the Council. Any remarks?

(The motion was put to & vote and carried.)

| MR. JACOBSEN: Thank you, Pete,

GJentlemen, if you will turn to page 11 of the oopy
that you have, 1n the third line it reads: "Research by
sovcrnmantil agencies should be limited to fundamental ntudieggg
and to surveye of raw material reserves.” \ng’” .

"ro" has been added %o that aeﬁteuce:r Formerly it
read “reaeaﬁch by governmental agencles should be limited to
fundamental study'and surveye of raw material reserves." That
could be read to mean that'ﬁhe governmental agencles should
limit their efforts to fundamental studles of raw material
reserves. To make that clear, we put in a2 second "to."

Then, if you will turn to page 13, about the middle
of the page there 1s & paragraph beginmning: "All segments of
the oil industry centinmually require a capital,” et eetera;
The.drart that wae malled to yuu gentlemen two ox three wesks

ago bcgnn: "whe 61l industry continually requires capital to
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replace,” and so on.

| Mr. Thatcher pointed out to me that he thought 1t
might be advisable to emphasize what was in ocur mind anyway,
of oourse, that our remarks referred to all iegmentg of the
o1l industry. That was our intention anyway, but the com-
mittee felt that there certainly could be no objection whatever
to making abundantly clear what we had in mind in any case.
So we added "All segments of the oil industry continually
require,” and in the paragraph immediately following you will
again £ind the two words "a;l segmenta"” added.

Then on the same page at the bettom, haragraph 10,
the second sentence. It used to read: "It should continue
to support and encourage a system of distribution under which
thousands or,independent'marketors and others bring the in-
dustry products to the consumer."

Mr. Thatcher called my attention to the fact that
while that was a true statement, it was not as compléte and
truly descriptive as it would be if we put in what we now
have there, namely, "thousands of independent marketers,
integrated companies and others compete to bring the indus-
try's products to the consumer."

Again you will notice that the change is one of §1ari-
fication or better wording, and in no manner a change of any
kind of principles involved. |

Thonlir you will go over to page 16, which 1s the
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last one,_the end of the first paragraph. The text which you
have before you here 1s exactly the one that was adopted
unanimously at the meeting we had in Chicago of the Natlcnal
011 Policy Committee. In the transeripticn of it some little
confusion arose, but the text that we have now differs in
any case only very slightly from the one that was given to you
in the de&ument that wae sent to you before.

To complete my information on the subject, I shall
read.whnt 1£ s;id_hﬁrare, and if you will_foilow the text
you have before you you can see how small the change 1s,

"In carrying out their preduss: ag;ugogulating
the transpertation of natural gas in ‘ém“%\sute gommerce,

o Joromade bl sl
federal regulatory bodies should 2llew an interstate carrier
of natural gas to charge for the gas delivered through its
facilities a price which includes the pr1§e pald for the gangz‘
purchlged%ggwgge market value of the gndjﬁ;ithe—ficiﬂ—nhdre
produced.”

Obviously "or" ;htre was wrong. It would only make
BeNse 1f yaﬁ put in "and". PFurthermore, I want to repeat
agein that the text you now have before you was really the
one that ﬁas approved unanimously at the meeting in Chicago.
Those very few and unimportant changee are the only
ones that have taken place in this.dacumpnt-as compnred.to the
one that was sent to you two or three weeks ago. This is the

repert of the committee and with your permission, Mr. Chair-



man, I would like to move its adoption.

(The motion was duly seéanded)

CHAIRMAN HALLANAN: You have heard the motion duly
seconded that the report of the National 0il Policy Committee
be &dopted. 1Is there any discussion? |

(There were calls for the question)

MR. NOLAN: I would like to make one comment on
“tidelands 511. I dan't believe there is unahimity of agree-
ment about it, but there is one thing in the report where I
don't bellieve I can c¢onscientliously vote entirely for the
adoption of the report and that is the provision that sfates
that the tidelands and the ownership of the oil at the edge
of the continental shelf shall be vested in the states, I__1
think there i1z a pretty general ree}itilamong the farm or angé

Letdd 4
gzation groups and cooperative sroups that qe 1eaat-ﬂr’”§tion

TN O B G PRl

of the cmtinentsl shelfl that—exteris beyond m

oo peical
Lo jnowi—es-the tidelands should perhape-well be lw#s in the

hands of the Pederal Governmnnt,

lon

,ntﬂlanﬂ;£akon—au*hyubhoﬁ!adeualmcouo@nment.=HI would 1ike to .
' ,&z{t?;: AR f:@é% '}tgg,{mhm s

< mnke it clear. I don't disagree wit 4ytu-on policy except for
that partiocular feature of it. o o
MR. MAJEWSKI: To clarify the atmosphere, I didn't
think we w;fé here. representing individual interests. Joe
happenz to be with the cooperatives, and I happen to he with a

private interest oll cempany. I am not here today voting the

}
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views of the Deep Rock 0il Corporation, and I didn't think
anybody was here voting individual views. We were voting the
views of an industry. As rapreaentat;ves of many segments |
of the industry we were supposed to vote on the basis of
what was the best for the industry so that the industry in
turn could better pserve the public. I think you have td
rule at this point whether we are voting for individual inter-
ests, We weren't appointed to the Council on that baaia;-
If you are, there are many of us who might share Joe's views
privately, that the tidelands belbns to the Federal Govern-
ment, but I didn't think we were here on‘that basis, and I
ask you to rule on whether we are voting as individuals
- representing an industry or as ﬁeOple repregenting individual
. interests.

MR, Nomm Maybe I didn't meke myself clear. I
eay that is my view. I don't see how you can vote on a matter
without voting your viewe, your opinions. I believe the
document represents the opinions of the men who drew it up.
It 1l3thgirlop1nion of what 1s the best policy for the oil
* industry. I have to say 1n all respect that my opinion differs
from theirs. |

CHATRMAN HALLANAN: The question 1s upon the motion
for the adoption of the report. Are there any further remarks?
All in favor of the adoption of the report indicate by saying

"aye". Contrary "no". The report is unanimously adopted.
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Mr. Jacobsen, I extend to you the thanks of the
Council for your report.
DR. WILSON: I particularly commend the Chairman and

Mr. Pogue for the wonderful job they have done in bringing togethe:

I3

diverse interests. I think a demonstration of this kind 18 _very
heartening to everyone in the induatry.
| .- CRATRMAN HALLANAN: W11l you express that in a moﬁion#
I thinkt that is the sense 6f the Council.
DR, WILSON: I make that as a motion.
MR. MAJEWSKI: I would like to second 1it.
CHAIRMAN HALLANAN: You have heard the motion ex-
pressing the gratitude of the Council for the untiring worke
and successful accomplishments of the Chairman of the Committee
and the Chairman of the Drafting Committee.
(The motion was put to a vote and unanimously
adopted, )
| MR, JACOBSEN: Thank you, gentlemen. HNow after all
the work we have dene, you will discharge the committee? It |
was & temporary committee and I move 1t be discharged. .
(The motion was duly seconded,)
CHAIRMAN HALLANAN: wGuld'ycu care to comment &t this
time, Mr. Friedman? |
| MR, PRIEDMAN: I should like to add the thanks of

the Department of the Interior to Mr. Jacobsen and his com-
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mittoe ror A very fine plece of work. r(—“ﬂfwill all recall

that when the Secretary made the request for this report, he
said that in order for the national oil policy that the Govern-
ment will eventually adopt to be informed and in the public
interast it was espsential that the wisdom and experience of

the petroleum industry be brought to bear on the subject., I
regard this document that we now have ae that concentrated
wisdom and experience, and we are very happy to have it. It

will be verr useful to the other agencies as well as to ue,

11 mr, Jacobsen and your committee, [but to other agencies of té’i‘]
Government as well.

MR. JACOBSEN: Thank you very much. I would like to
say Just two words on that score, and that is that_we:apﬁre-
clate very much the scope of the request of Secretary kfus.

/rﬁ; did not liﬁit us in any way in respect of the work we were
to do. He maid to the industry, "Will you please tell us what
you think should be our nationnl oil policy." Wa haﬁﬁlcomplete
freedom of action, and we have used 1t. At no time during
our discussions have we been gulded by any motives of polities
at all. /’Tﬁifé never has been any question of whether we had

,'better say that because the Democrats have been elected, or
anything of that kind.,/we have(perrect1y\rrank1y stated what

Cin aur 0p1n10n4\1n ocur honest opinion, would be the best thing

=TT

for thq oil industry and the country. ]

DR. WILSON: What about printing this? Shouldn't
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there be a motion made with regard to that?

CHAIRMAN HALLAHAN: That would be proper. Mr.
Jacobsen, what about the printing of 1t. Do you want to move
that at thiu.tima,ur. Jacobsen?

MR. JACOBSEN: I think that is really not a job for
' this committee. I think that-ia for the Council generally
to declde. |

 CHAIRMAN HALLANAN3 You think the Couneil ought to
adopt a reeolution on that?

MR. JACOBSEN: You want my opinion on 1it?

CHAIRMAN HALLANAN: Yes, or a motion.

MR. JACOBSEN: I certainly think it should be given
wide pubiieity. I do think 1t is ardoeumant of some impor-
tance, How far you want to go down the line in diatributing
1t, I don't know. I em not very publicity-minded myself.
Figures have been mentioned of 10,000 coples, 15,000 cqpios,
25,000 coplea. And opinions have been expressed that 25,000
would not be enoughT I do think that 1t should be dlstributed
as widely as we think will do any good, The extra cost of
a few thousand additional coples won't make an awful lot of
difrerenﬁe to the Council, and I would like to suggest or
perhaps. put in the form of a motion that £h§ Chairman be
requeated to decide that point and that we might suggeat to
the Chairmsn perhaps that he discuss the thing with the

Department of the Interior, Mr. Friedman, getting his views,
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and also with the Publigity’Committae of the API, and anybody
else whom the Chalrman might wish to consult. I would 59
perfectly willing to abide by the chairman'a decision and
would like to make the motion in that fashion.

(The motion was duly seconded)

MR. MEECE: Provision should be made, tco, for any
compuny orrindividual to get reprints to distribute them-
selvas because I believe all of us will want to do so.

CHAIRMAN HALLANAN: Primarily, though, I think the

- basic distribution should be handled through the CGuncil. For
Anything supplementary to that, additional copies oould be

had.
/‘“

DR. WILSON: /My specific suggestion would be f(i:;f
{ifknow how Brown feels about 1t, I know we all ﬁould wﬁnt to
distribute Bome and I think coples should be available. But

I think when it has been determined what the basic distri-
bution by the counoil will be, we should be 1nformad. For
‘exnmple, I asgume it will go to a11 menmbers of CQngress. I
think 1t ahould be to the governors of all states. It shculd
go to the legislatures and to many libraries. I think the
propoacd diutribution list by the Council should be given 80
that we won't bc waating our own circulation by doubling up.

I think basically for the most part we should have one central
diatribution to a well aeleeted and very camprohannive liut.

Al e ans
\_Don't forget the small town libraries. It 1s amezing what )

| m———,. - -



_kinﬁ.or books~~1 believe a survey was made not many years a§61
| whieh shows that there were some 10,000 smnll 1libraries in the\
United States whose only book on oll was Ida Tarbell's, so you |
can see 1f aamebudy wants to read up on oil what impression f
“~.they get by raading a book that old and written on that basis.
]—ﬁgiin 13 a é&pe of thing that daserves very wide eireulntion. It
-1& & document of permanent value and should be particularly in

universities and likrariee all over the country.

| /rF‘ . CHAIRMAN HALLANAN=' I think, Doctor, you would also
want to include the newspaper editors and nawapaper'librlriqn
- a8ll the way down the line. N 1
MR. JACOBSEN: ]? would like to mention that it is
the 1ntention.to get thg thing up nicely, not just a mimeographed
copy. It will be gotten up in the form the same as the earlier
copies so that 1t will be a document that people won't throw
in a wastepaper bhasket when they recelve it. : ]
CHATRMAN HALLANAN: You have heard the motion duly
seconded. All in favor indicate by saying "aye," contrary
"no." The motion is unanimously adopted.
Mr. Page, could you present to us at this time the
report of Colonel Drake'u‘cammitteg?
MR, PAGE: Mr. Chalrman--
MR, JACOBSEN: Pardon me, was your committee dia-
charged?
CHAIRMAN HALLANAN3 Your cormittee is discharged



with overwhelming gratitude and thanks.

MR. JACOBSEN: I wanted to be quite clear on that,

MR. PAGE: Mr. Chairman, & report has heen made to
the members of the committee on the present status of the
military requirements. While it is being passed out, I
will read 1it.

(Mr. Page read the Report of Military and Govern-
ment Petroleum Requirements Committee of the National

Petroleum Council, with the following interpolations:)

Ro. 1: That is the second half of the military's
fiscal year. |
! No. 2: fThat is, April to June,
No. 3: I might mention on these differences between
commitments and offers, sometimes the military pecple wish
to negotlate on contract questions and price and other things.
“ The offers are firm, but it scmetlmes takes even several
monthe before they make them an actual firm commitment on thelr
part, although there is a firm commitment from the industry.
| (Mr. Page read td the end of the report.) |
MR. PAGE: The requirements during this period, I
P think 1% ia interesting to note, are about 6 million harrels
less than the actual purchases during the July to Decernber
piriod. I think that alone tells us that there won't he any
| | problem in meeting the requirements as they are now stated.

x : Those diffsrences ocour principally in aviation gasoline where
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the requirement figure now 1s 5,200,000 barrels less than the
actual purchﬁles‘or the last nix-ﬁanth period. On motor
gasoline the present requirements are about a million and a
half bharrels lqsa than the actual purchases over the past
six-month period. The otheér products are practically the
same. Kerosine is less, but that 1g a very small amount.

Mr, Chairman, in Colonel Drake's absence - he was
going to.give this report this morning - 1 don't know whether
. you want me to make the recommendation that he ﬁa& going to
make.

CHAIRMAN HALLANAN: T think that would be a good
1dea, 1f it was agreeable with him.

MR, PAGE: It was Colonel Drake's opinion, which T
- share, that in view of the present situation as to the cover-
~ age of military requirhments and the requirements and the
general situation as to the osr-all petroleum supply, that
the committee which_ wasg formed to deal with problems that
arose should be disbanded at this time. That also has bcen'
discussed with the military people. It is the feeling that
Af any problem does arise in the future, that problem is
likely to be a special one on which a committee could be
appointed to deal with it, but it might in that ocase be a
committee of specialiste on whatever individual problem
happened to arise in regard to militaby supplies. Both

Colonel Drake and myself and the military people feel that



there 18 no longer any need for this original committee which
was appointed more than a year and a half ago to deal with
‘the problem.

DR. WILSON: Mr. Chairman, before the committee is
discharged, and they have certainly done a fine Job herﬁ,
I would like to have a 11ttle more 1ﬁrormatian than appears
from this report. I don't think there is any one in the
o1l industry that wants the Government to buy any more than
they need, but 1t 1s difficult for me to understand when the
Army and Navy lmew we were in desperate straite to ngpply
our customers undhiving to allocate and go through all kinds
of grief and spend millions of dollars to get a few extra
barrels of produeﬁ, their demands were absolutely minimui,
they mist have every drop they insisted, the airlift is
still goiﬁg on as strong as ever. Why is it that when they
can get it they don't want it, and when they couldn't get it
they insisted 1t-was absclutely essential? |

CHATRMAN MALLANAN: Mr. Page, can you answer that
question? o

MR. PAGE: No, eir, I am afraid I can't answer that.
A1l I know on thie point is that I know there has been a
stoock bullt up of military gasoline during the past six-month
period,nnn:that that was a pllﬁnod-stock build-up to target
level which they ineluded in thelr requirement. The require-

ment figures are not necessarily consumption figures. They



are & cembination of stock build-up and consumption figures.
‘We lnow that the military stocks are now fully adequate.

I am surprised that this recent change was the .
result of revisions of the Air Force estimates in their
requiremnnin over this period, I am given to understand that
it is a metter of the amcunt of money available, but I am
not sure of that point.

CHAIRMAN HALLANAN: Mr. Friedman, will you comment
on this? |

MR. FRIEDMAN: Dr. Wilson, I understand Colonel
Tulogg, who ip head of the purchasling agency for the joint
pervices, will be here this afterncon to comment on just that.
They alpo are worried about the effect tﬁia may have on the -
future attitude of the pstroleum industry. I underatand the
reason for their actlons are very gdod and unavoldable.

CHAIRMAN HALLAHAHS Did you imply you waqted to hold‘
this comaittee intact until that Qupntion is answered by the
military? I think you might propound it to Colonel Drake,
The question, Colonel, is about the discharge of your com~
mittee. |

COLONEL DRAKE: That is what I am back here to ask.

CHAIRMAN HALLANAN: 1In the meantime, Dr. Wilson has
proposed a $64 questi&n that I think he might repeat to you
here.

DR. WIISON: I Jjust want'tg ask the committee before
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the committee was discharged, apparently the committee can'T
answer the question, so I am willing to discharge them.

COLONEL DRAXE: Fine. I came back at the right
time, I aee. |

MR, KILL: I would 1like to ask a question, I think
the committee has performed an ocutstanding service. The
committee ie highly representative of the industry, and I
think 1t 1s of great value :or that committee, ir.if isn't
askihg too much of theﬁ, to contimue at least in a stand-by
capacity, for the reason that this Council has no more
important function than to aid the Government, the ﬁilitary;
in cﬁrbing its rnquirqﬁcnts. "I think it 1= a mntter“of very
great satisfaction to the members of the industry to know |
periodically whether or not that situation iz being ﬁeait.
with to the ngtinraction of the Gov:rnﬁnnt and 1if thero‘are
reasons for dimsatisfaction, what they are. A perilodic
report 1s a.vofy satisfying thing, particularly 1r.the'report
reflects aﬁch conditions as exist today and as this réport"
manifests.

CHAIRMAN HALLANAN: This has been one of the main
anxieties thet we have had.

DR, WILSON: I will be glad to have Mr. Bruce Brown's

opinion. Ke hae been in close tauoh-with the militiry on other
matters. Possibly he could throw a little light on the desira-

bility of retaining this committee,
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CHATRMAN HALLANAN: I was going first to ask Colonel
Drake if he desired to supplement any remafks made by Mr.
Pigo,'exprqsuing his own views,

COLONEL DRAKE: Heread the report, didn't he? I
have nothing other than that to say except that I think this
Couneil owes a great debt of gratitude to Mr, Page for the
ngtive work which he has déne. The Chairman really hasn't
done very much. I would like to move a vote of thanks to
Mr. Page because he has done a tremendous amount of work.
Every single week he hﬁ; been on this job, and I have been

only here and there cccasionally.
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CHAIRMAN HATTANAN: I know the Cheirman has done some

“work, because I have been with him on several ocoasions when he

has doné some ,

MR.DRARKE: There 1s & lot of work in this thing,
at least, thefe was for Mr. Page. I don't see any necessity
for keeping the commlittee. |

You have authority to sappolnt one, don't you, when
én emergency comes up? |

CHAIRMAN WATIANAN: That is upon request from the
Nirector of the 011 and Gas Divielon.

| MR. DRAEKE; I don't wish to preas it in view of what
George has Just sald, but I thought usually it hed been the
custom here that when a committee had been appointed and it
had finished its work, so ﬁo speak, it was diacharged. |

I thought that was a sort of axlomatic thihg. I
think the comﬁittée feels, speaking for them,'that-its work
has now bean completed. |

How do yoh feel about that, Mr; Page? You have
talked with the military pecple, and they are quite agreeable
to have this committee discharged,-arenft they?

MR . PAGE: Yes, that 1s correct.

‘MR. DRAXE: That has been checked with them.

MR. PAGE, i might mention a couple of points in
regard to what Mr. Hill salAd: with regard to the report,

the military are now publishing regularly figures both as to
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their requirement and committments, which go to the trade

press, and they sre alsp glven to Jim Broﬁn for distributisn to

various people 1ike the statiatical commlttees, FAPY and
others.
Therefore, 1f this committese 1s Aischarged, the

figures and information will sti)l be available to the indus-

try though the trade press both as td the requirements and

dnmmittments, and any changes in requlrements.

In regard to the question of whether or not the
commi ttee can do anything at the present time in regard to what
the military needs, I think that 1s a rather difficult thing

for the committee itself to doj that is, to ceall & meeting of

"the committee to go into any such problem, unless there were

a real serious problem tha£ arose.

Individuala, of coursae, have dlscussed with the
military people what they are doing, and in the past, I woﬁld
certainly say thﬂ armed services purchasing agency has been
veéy coopsrative 1n trying not to over-press at'certain timesn,
they get pressure on them rrom‘tho various forcéa.

They are not free agehta, themselves, Inwhet they
do. On the other hand, I think 1f_any roblem arose, 1t might
better be handled by arspeciaiﬁommittse ahd & small committee
which could deal with that specific problem, because I think

it is pretty clear that the general over-all problem of

 inadequate availability of total petrolsum products 1s now out
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of the way.

82, I think it is really a question of whether or not,
'Iif aomething arises in the future, which I don't aniticipate -
peraonally, but anything can happen, whether or not that
| shoﬁld he mwrhaps another type of commotﬁaa, to handle whatever
ﬁroblem that is, that arises.

Furthermore , I think there is this point: The
militery people, all of us, I am sure, if they ask our advice
.on any particular problem that they happen to have, we can |
give and will give individual advice tc them. They now have
rathef-broad contacts within the 1lndustry with various |
individuals, and any little problems that arise now they
do cal)l paple on the phone and ask themwhat their opiniﬁn 1s,
which on those smell matters is merely a matter of coopemting
and being helpful with them, which I am sure everybody will
continue to 4o, but it is hardly & thing that needs a full
committee to deal with 1t.

MR. BARTON: VMr. Chairman, I agree heartily with what
Mr. H11l has sald about this. I have seen this thing bob up and
down. I think that you ahouid'have a small committaa that 1is
in contact with the military. We don't know when the situation
might change. It has changed very materially in the past few
months, and I know that the industry has been called upon to
make unusual expendltures and unusual éfrorfa, and probably

we could guard against those things.
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Whether you diacharge this particular committee --

I ¥now committeeﬂ like to got rid or their jobs, and thise one
,'hua dane magnificently -~ I would 1like to suggest tc you, SIF
Zg;hatjypu keep & commlttee of that nature that can advise this

;" council here.

CHATRMAN HATJIANAN: Colpnel Prake, I think there is

. &8 feeling in the council that there is some assurance in having

"{shch'a-report as we have had today from your committee.

Would there he any objection to having your cbmmittee
stand by st iaast until the next council meeting, and we will
consider the matter further?

MR. DRAK'E; No.

MR. MAJEWSKI: Mr . Hallanan, I want to speak on thia,

because it not only involves this committee, but allocetion

commlittees under the petfoleum agreements ,and such programs
on the sgenda.:

I would like to suggest to you that we watch
carefully the wording, because there 18 no existing allocationlr
program that I know of on the voluntary vasis in the ﬁdustrv._

As 8 matter of fact, the totel provision today is 1n 
such ahaperror the present, and for the foremeesble futurs that

you don't need any committees. I am afraid that unless ypu 

-apprise the President of the United States that there is no

necessity for the petroleum industry to be included in the

President's program for Jelective 3tand-by price and
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Allocation Controls, we might get hooked, _

As one, I want tec get rid of all committees on |
allocations of potroleum'pro¢ucts. when you have the total
answer, &8s you havé portrayed in so few words, Howard, we
don't need eny more of these allocatlons ccmmitpeea.

Before you leave Washlngton today, & before the
new Congress goes to work, keep all the committees, but
discharge Nistrict Two, because what we want to £011 the
President of the Unlted States 1s that the o0ll industry through

1ts effort in the past year of 1948 and part of 1947 1= now

- able to take care of the consumer needs of this countryand the

military needs, unless thQre 1s a war.

| Belng peace-minded people in the oll business, ve
dontt aak for a war to bailrus out. You smart men like
George H1ll, and you, Colonel, are asking for contlnuation
of government controls and voluntary agreements, and you
amaie me., |

I want to suggeat toyou the whole prcgrﬁm. I want

you to put the good Noctor on the spot, belng Chﬁirman pof' &
commifttea on voluntary petroleum allocatlion agrgements, that we
prepare a report, that the council does, through his
committee, stating the facts, the achlevement, publicizingthem

widely after we have transmitted them to the Secretary of the

-Interior.

I won't go on, and ask Bob Friodman'é orowd to join
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in the repoft, because he and Max Ball played an actlve part
in solving this problem.

But let's get out of the allocations business, and
committees, before Congress mests, and before we have any
more messages, I am frightened at you two people. What the
011 businesa needs now is customers, and not agreements. .

MR, BIAUSTEIN: It seeme to me, top, that temporary
committees ought to be temporary committees, and we should
not run the risk and place,subcommiﬁtees in the position of
running the risk of thelr carrying on as though they were
permanent committees.

Colonel Dhaka and Mr. Page, and the wilitary have
said that this commlittee for the time being is not necessary.
I think we ought to follow thé suggeation,and discharge the
committes.

MR. MAJEWSKI: I want to second Colonel Trake's
motlion to dimcharge his commlttee.

MR. HITI: I find it necessary, Mr., Chairman -- 1f
anybody else in the room understood my rewarks to bear the
‘remotest relationship to Barney's discusuion, I want a
private conference with him. |

I don'tlnow that allocations, voluntary or
involuntary, have any relationship to this committeQ. If
it does, it 1a a matter of extreme surprise to we, and I think

Barney is talking about & subject entirely foreign to what was
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in my mind, and which T hope was lmpliclt in my worde ,

I am now Just one of many members of the counetll who‘
never even engage in that character of huslness wﬁich results
in the supply of the military requirements. Therefore, I don't
resd the trade Jjournals in thoss particulaers that deal with
military requirements, and military coverages, but it is a
metter of extreme importance to me as a citizen to kﬁow that at
least our chief functioh is being satiafactorily f1lscharged.

When 1t 1s s0 told to me in & committee report by
men like (Colonel Nrake and Howard Page, then I hawe a feeling
of great internal setisfaction,

That 12 what I am talking about, and that alone. I
ﬁould rather not be left to my own interpretation of these cold.
figures buried in the o1l and gas journal, to have that inate
desire to know setisfied in that respect. |

| i thought, if 1t wasnt't too great a burden to tﬁe
committee to report at each councll meeting or every other
council meeting that the situation was being met as the

committee feviewed it and understood 1t, there are lots of us

“here who are in segments of business that have no relation to

ttat problem and could make no contribution to it, and yet,
as citizeng; we are tremendously interessted in 1t.

MR. JONE3: Mr. q%airman, will the Senator yield
& minute?

I have just one observation to make: I call attention
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to the fect that under the articles of organization, once
8 comulttee 1a dlssolved, it 1s a hell of a job to get it
reconatituted. ‘

Barney, yvou may have overlooked this. If we diuéharge

this committee, which I think is a very important committee

of this council, and the 0iland Gas Division or the Secretary

~of Interior wanted a new committee set up, we ocurselves have

iaid down the rules and'ragulationﬁ which do it. It means
the calling of armeeting of the agenda committee to see whether
they feai i1t 1s appropriate.

Then 1t requires s meeting of the council aﬁd three
or four months might elapse ﬁetween the express dexire and
actual formulation‘br appointment of the committee. We
ought to go into that or at least consider 1t, hefre we
take action on 1t. It 1s not for me to say.
| I 4o know, however, I have had a little contact
with the various departemtins who tuy suppiieu for tho‘
government, and they don't know from one week to another what
the hell thelr requirements are. I am inclined to think at
-1 méating next Tuesday you will find they are scurrying
around ﬁere.lﬁarnoy, trying to buf a lot of material we dbn't
know about.

- I would be much obliged 1if Colonel Prake and Howard
Page would aortrbf continue to function. I stronglﬁ recommend

that we not hastily discharge this particular committee.
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MR, FRIEDMAN: Unfortunately, I find myself

' agreeing with both sides, as I frequently do, But certalnly,

from the point of view of the 011 azid Gas Nivision, it woﬁld
be very desirable to have the committee still in existence.

As has been pouinted out, the changes In the o1l =supply
situatiori have been rather rapid, and they hgvo been drasfb.
When military problems arise today, there isn't time to go
through motiona and formalities to meet them. They arise
constantly, and they are st1ll a few problems in exlstence
for the military on petroleum supply, particularly oﬁ the
west coast, |

I think they will be solved, but they haﬁen't bgen
s0lved yet., The ﬁilitary is not being able to 1ift Lits
requirements for motof gasoline from the west coast, for
example.

I would like to ask that the commlttes do stay in
existence until the next meeting. I think 1t has very little
to do with allocations. I think it is a question of having a
place to go If a proﬁlom does arlise, and a placé where we can
gat assistance and én angvwer immediately.

1 hope the council will decide at least to extend
the committee's 1ife for three more months. |

CHATIRMAN HALLANAN: I think a motion 1s pending
that the committee be discharged. Was there a second to that

motlon?
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CHAIRMAN HATIARAN: I had that particularly in mind:

- the very point you make., It 1s a difficult and long trail

~to resctivate and reconstitute these committees.

MR, MAJEWSKI: Thank God for that!®

CHAIRMAN HAYIANAN: This 1a one committee that has
been continuing. I think it 1s a sort of satisfaction to know
that this committee can report that there 1s no critical
problem that we have, in such a report as we have had today.

In view of Colonel'Drake's statement that he had no
objection to this committee's continuing for a time, I hope it
will be the sense of the councll to have it continued. I
see no connection between this committee and the voluntary
allocations committee, because thqy expire when the satatte
expires on the firat of March. They have life under the
act which expires on the first of March, and they explre
automatically béyond any contrbl that we ﬁay exercime.

MR, BRUCE K, BROWN: A= & member of the councll,
mey I add my endorsement to that of Colonel Drake and Mr.
Page: that the committee be discharged, stating my reason that
1t is agonizing tv stert a new one,

I think we should mark the end of the shortage‘era and
all the committment on the part of the militarj by discharging
the committee when they themselves have agreed to 1t,

T think 1t is sound politics to do 1t, and we can

start another one 1f we have to.
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MR. MAJEWSKI: T =msconded it as a member of the
committee.
(The question was called, and the motion was

defeated.)

r‘-&lr‘yei" L"“

ME ., SEN: Mr. Chairman, may I express my

regret that you were not able to act in the same declsive

manner on the second of November.

MR. HARDEY: Mr. Chairman, the discussion of keeplrng
in existence the previous committee brings to mind the
committee of whiech I am Chalrman, the Prodﬁction and-ﬁi:E“LL
Avallsdbility commiitee.

There 1s no question, of course, at this time that
supplies are balenced with demend, or better, and I wonder
if this council won't contlnue the Production and gﬁ:iuu
Avability Committee with the usual annual report.

I have no recommendations. I would like to leave it
to Mr. Friedman and Mr. Bsll, as to the necessity of our |
continuing these studles of production abllity end rendering
of reports,

The committee would like to be Instructed, elther
to be discharged, or some instructions as to what 1ts dutiles
arerin the coming year.

MR, FRIEPMAN: Mejor Hardy, I certeinly hope the

committes will continue. If 1t doesn't, there is no way to

get the fects as to whether or not we 4o have a surplus or an
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adequacy or daficiencyf The report will be rendered by no one
else on availabllity if your committee doesn't do 1t,

I think it is just as important for the government
to know that there 1s e margin that can be relied upon in the
avent of peace or war as 1t‘is ﬁo know that there ls a
deficlency.

I hope that the committee will continue to make lts
reports. |

MR. HARDY: I would say as the matier atands‘noﬁ,
an aatimaﬁe of' erude availlability, making our estimates up to
June 30 of this year, would be desirable to you, do you think,
to supplement that.with another raport on the thlrd quarter of’
that year for the 12 wonthes approaching after June 30, the fiscal
yeer beglinning the first of July.

MR, FRIEPMAN: Yea, I 4o, In keeping with the ususl
custom, |

MR, HARDY: I wﬁuld 1lke to have the Chslrman feel
free to reappoint or reactivate thils committee with & new

- Chalrmen or new offlcials, so as of January 20, in keeping
with the custom, if you see fit. |

CHATRMAN HAITANAN: Mejor Herdy, we willl take that

" into conslderatlon.
Mr. ﬂeGoiyer, are you reedy to report?
MR. NE GOTYER: Your Nominsting Committee found

{tself on the horns of a dllemme. The firut 1des we had wes
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to renominate everybody now in office, and let 1t go at that,
but 1t was thought that it would be much better forthe
‘eouneil, If changoé ;vere made In the o0ld officers and old
committees and they were not renominated, just as a matter
of form.
Our repﬁrt i1s that we suggest for nominatlon for
.G}\hairun Walter 8. Hallanan. For Vice-Chsirman, R. G. Follis.
For Chairman 61‘ the Agende Commlittee, Qeorge A, H11l, Jr., and fo
the other members of that commlttee, Willlam R. Boyd, Jr.,
Hines Baker, Fred Shields, Max Ball, J. Parke Gwa].tnay, A,
Jacobsen, J. Howard Marshall, A. ¢. Mattei, B. L. MaJewskl
and 1., F, Mccollumc.:
For Chairmen of the Appointment Committee: F‘rank
M. Porter, and the other members Jake I.. Hamon, B. Brewster
Jennings, Reese H. Taylor, W. Altgn Jones, E. E. Pyles, M. H.
Robineau, W. 3, S, Rodggrs, N. C. McGowan, H. 1. Thgtcher
and T. .S" Wencos:tb 7\
(Mr. MaGolyer took the Cheir.) |
ACTING CEAIRMAN DE GOIYER: The report of thie
‘committes is now subject to actlon.
MR, MAJEWSKI: T move t.hé adoption of the report as
read by you as Chairmsn of the Nominations Committee, and that
| the Chairman and Vice-Chalrman be elected by a unanimous and
rising ‘vota . |

MR. JACOBSEN: May I offer an smendment? Coulntt
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we make the appolntment for life?

MR. MAJEWSF It T am in favor of it.

ACTING CHAIRMARK NDF GOIYER: Is there a second to
the motion?

(The motion was dulﬁ seconded.)

ACTING ¢HAIRMAN NE GOIYEﬁ: Are there any remarks?

(The quertion was called, and the motion was
carriad by & standing vote and applsuse.)

AGTING CHATIMAN DE GOITYER: The Temporary Chairman
declares a unanimous election, sir.. |

(Chairman Hallanan resumed the Chair.)

CHARMAN HATTANAY: Thank you very much, gentlemen,

You know, this 1s & third term. I remember 1t was
not long agﬁ that the mere mention of a third term mede the
shiverings come up And down my spine, but I 4o want to take
this opportunlity to express my appreciation of the confidence
which wou have glven me.

Gentlemen, I desire ﬁo-present the Secretary of
the Interior, Secretary Krug.

(The saudience rose and apﬁlauded.)

CHATRMAN HAIIARAN: I was just trylng to acknowledge
# third term nominatiua; Mf. Secretary.

THE HONORABLE JUIIUS A. KRUG, SECRETARY OF THE
INTERIOR: T am mighty glad to hear that.

CHAIRMAN HATTARAN: I do want to sey in all candor
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that I would rather have the confldence and the respect of
‘the 0il men and thein people than that of any other group
that T ever knsw or ever heard of ,md I am glad to have this
honor. (Applause)

I d1dn't plck this Job, and.wﬁa-hot anxious to
have it, as you knbw. Some of my Iriends d;d that one night
before I came here. I was reluctant to accept 1t, because I
have had the feeling that an iﬁdividuél from the 6ounc11 with
the responaibi]itios of the Ghairmanship of thie council has
a very definite fealing that there were men far more capable
to do a better job, far more broad-guaged in thelr experience
in all of the activiﬁies of the industry.

I appreciate the expresston_of your confidence in the
way I have attempted to carry on this 1mportént assignment.

I sccept the honor thet you give to me todaﬁ with the
asame serious conception of the problems that we are cél]ed upon
to face. I do know..hpwovor, with the feeling that the task
will be lighter in the months ahead, thet I shall apply myself
wholeheartedly to this task, |

The good falth and fruitfulness of the c§oberat1vo
endesvor between industry and government, so much doubted by
some 1ﬁ the beginning , has been firmly established. We have
given & practlcal démonstration that industry and government
can work together arfectively in the publie intareat without

the aurrender or compromlae of any of our conoepts of free
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enterprise.

In reviewing the objeetivea that we have ssught, may
I recall §n9 paragraph from the report of the committeelon
Organization which was ;dopted by the council at its meeting
on September 26, 1946, and I quote:

[,, "It is the sense of the Committes that the
National Petroleum Council can fulfill & useful func-
tionlin petroleum industry relations, representatives
of the Dopaftmant of Interior, in an advisory
ecapsaclity.

"1t is therefore recommended that the
council undértaku to function in accordance with the
program hereinafter outlined." )
That was our declaration, our Charter of Principles.
Todey, a little more than twoyears after the adoptieﬁj

of that report, we can take reasonable pride in the realization

that the council has performed & very useful and worth-while

function. This is no longer a matter of theory or a

matter of speculation. It is an established fact, recognized

by the industry, recognired by the government and by the pﬁblic

4

generally. .

Since the War the American 011 Industry has rouﬁg

it necessary to engage in the graatest'oxpansion”prograﬁriﬁf;'

. its history. I regerd that as the most brilliant chapter in -

‘the history of the industry that that which has besn written
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| in these Aifficult post-war years.,

The hlgnest expression of 1ta uaofulness has been

. ‘reached through its recognition and full diacharge of those
:jpublie responsibilities which go with strength and power @nd

~with rapldly changing sconomic conditions.

We have felt that by meeting those osbligations

 uquaro1y we could make an effective conttbution to the publlc

welfare and towad the malntenance of the industry's traqitional
freedom. This we have done.

Not only has the industry met a demand for oil

products that was undreamed of even during the war, when 1t

- was dalled upon to supply the tremendous needs of our armed

services and those of our Allies, but in the short periocd of
three years it has expanded its productive facilities to the

point where we can now look with much confidence to the building

of a cushion of safety for sny future natiaoml emergenocy.

The industpy has been able to meet thia challenge

 because it has remained free. There was a time at the

inception of this experiment in government-industry cooperation

when & few thoughtful and sincere men within the industry felt

fary sarnestly that our acceptance of the governmert 's rogueat‘

" .for our cooperative endeavor would lead insvitably to the

surrender of our industry's freedom to some degree. However,

the great majority of those within our industry had every

7 f¢anridehce that the-aecrétsry of the Interior, the nirogtbr
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" of the 011 and Gas Pivision and their assoclates wers acting

in good faith snd without any semblance of thought of subjecting

. the industry %o any degree of regimentation. They told usgthﬁ,

in undoratandﬁble languge, and we accepted their assurances
as genuine.

These representatives of government recognired, as
d4id most thoughtful and inf'ormed persdns, that the oillinduntry
faced & post—waf challenge aa grave as that imposed by the

emergency of war, In this situation we gould realige that the

- government did have & direct concern, because of the vastly

expanded oil demands of our peace-time armed services, and
because of its responsibilities to protect the publliec welfare.

wWe accepted the request of the Secretary of the

Interior in the seme good faith that it was mede. We put

our shoulders to the wheel, and from these reports that come

‘here today, I think 1t is quite menifest that the job has

“been done. It has been accomplished despite the handicap that

we have had from critical shortages of'esuential“matpridl.

" The inability to obtain adequate supplies of these materials
f‘hnu erippled and retarded our efforts, but despite these handi-

. caph the more serious immediate problems have been solved,

Instead of imposing or threatening any restraints

‘upon the industry's traditional freedom, this cooperative
.*opdéavar has actuelly been a road blook against those whom we

'gkﬁow have a deep and lingering desire to regiment the oll
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industry and bring its facilitles upder.direct control of
the government.

Frankly, I do not belleve the industry's most serlous
-.problema of the last two yesrs could have been solved as
orrbctivaly and aa guickly without the oooperition we have had
from the government. KHad they not been solved, had our armed
ssrviees been unable to obtain sufficient products to wmeet
thelir ever;growing demands, or had there been a recurrence this
winter of last yeaf'a shortages of fuel and heating oils
whigh came‘about largely from transportation bottlenecks, we
might today face & very serious threat of some measurs of
federal control.

In this experiment in which you and I have been
asctive participants, I think we have pursued a course o
action that should allay any concern of those within our
industry, or thoseof similar skepticism in any other vital
industry thet there can be no peece-time cooperation between
government and industry. Thetrall we have blaced within the
National Petroleum Council has given the answer to that
challenge. Tt has been demonstrated that this plan 1s & two-
way proposition in avery raspect; We are aware today that,

. measured bx any yardstick, the petroleum ipdusiry has achieved
ita higheat degree of performance during the era when ouf
cooperative effort w1tﬁ government has been a reallty.

It 1s not necessary for'mejhore to recount the brogd
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rang; of subjects whicgh have been consldered by the council

at the request of the government. You are quite familiar with
the extensive scope of subjects covered by cgmmitteea of fhe
council which have gliven thelr earnest thought and consideratiom
to the various problems arising in connection with the petroleum
industry.

. 1 way pointout, however, that over'tha years we have
cohpilad a record of technlcal and factual information which
constitutes a valuable source of Informatim to the government
on problems of the oll industry wherein 1t was desiprable
that the government should have the 1nfonntion‘1n relation to
problems of nationel welfare snd pational security.

Here, today, we have been called upon to give a
pronouncement to a nationai:;olicy representing a cross-
section oflthe béat opinion of our industry as to what
place the petroleum industry ﬁccdpies in our America:liifea
This is a historic document fomulated by the industry at the
request of the Secretary of the Interior which should point
the way to even greater achievements in meeting the demands
ol our times. |

This is & new milestons in our American way of doing
things, and the first time to my knowledge that a great industry
has come forward with a declaration of‘fundamental princlples
upon which 1t 1s willing to stand,

Gentlemen, I am of the deep conviction that the
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~eouncl) hae rendered & service not only to the government, but

to the industry itself. There has heen teamwork between ths

 councl) and the government, and there has been teamwork here

within the council. The members of this council and many
pthers of the indusiry aside from the council membership, whom
we have ealled upon, have taken their assignments most seriodusly
and have given freely of their timé and talent.

Qut of thelr vast store of experlence and knaw-how'
we have moved toward the solution of our problems, problems
that go far beyond the Industry itsslf, national problems, if
you pleass, that affeot America's economy and safety and the
day~to~dgy lives of &ll of bur ¢citizens,

The industry has been fofunate, 1hdeed, it has been |
a stroke of good fortune for the nation, thaﬁ the government's

part of this joint enterprise has besn in the hands of able

‘and broad-guaged men llke the Secretary of the Intefior, Mr.

Krug, and Mr. Max Ball, the Director of the 011 a&nd Gas
Industry, anﬂlas an assistant, Mr. Robsrt Friedwan, and their
associates. They have met us in a fine spirit of coopafation;
Their helpful attitude has made our task much easier, The
departure of Max Ball from the government servisé 1s a_sericusi'
loss to the government, to the indqﬁtfy, and to the public,
At 8 copsiderable personal sacpifice he sérvad ably and faith-
fully for the last two years as director 6f the o1l and ga#

Adivision of the Department of the Interior. A very large part



'22 | . . .Sa

of the success of our cooperative endeavor has been due to hia
outstanding abllity, his tactful lesdership and his sterling
Awmericanism,

We are happy,'now that he 1= a member of this council,
that he will sit at the table wiﬁh those of us who represent
the induatry, and that we will have the benefit of his advice
and guidance., I know that everymmber of the council Joins
wilth me in welcoming him as a fallow member,

After two fulllyeara of cooperation between government
and industry, I think it is an understatement to say that the
govépnmant has been satisfied with the performance ﬁf the
industry, and that the industryhas been satisfied with the
performsance of the govoﬁnment, The public, which has been
the henirieiary of thils closer relaticnship'and endeavor,
applsuds the perforumance of both. We have worked together as
a team to bring about a wholesome situation without either
party being called uponrto‘surfender any of 1#5 prerogatlives.

I have acceptsd it -as a part of the reaponsibilify
‘of the Chairmenship to let the public know what the council
Qas doing. I have felt thet we had a very real obligatioﬁ
to keep the public fully informed, because after all, this
council is a ;;mi-public body. I have regarded it as
particularly desirable that the public-be made aware of the fact
th#t the couneil has not operated behind closed doors, that our

- meetings have been open to representatives of thaExecutive
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and the legislative branches of government; that they have
been invited to attend and participate in our dliscussions

here.

The public response to this poliey of full information

has been very gratifying, and I feel it is most desirable

It 1= in this same spirit of cooperation within
the framework of our way of 1ife that we enter upon another
ysar of thils cooperative undertaking, It is in that spirit
that-I accept your designation as Chairman of the new Counell,
I know that I will continue to receive the same full measure
of support of all the members as I have in the pnﬁt.

I must hear give expression to the very deep feeling
of personal satisfaction that has come to me through the
aauooiatibﬁa I have hﬁd with you. Through these contacﬁs, I
have come to know you better and my 1ife has been made fuller
and happler as a conasesquence.

Again, Irthank yoh for th§ honor you have done me,
and T assure you that I will give the best thet is in me to
conduct the affairs of the'cuuncil in 2 way to maintain the
public confidence that we seek to achisve. I thank you very
much. (Applause) (The audience rose and applauded.)

I have told you how I feel, and I am-#ure the
councll will be glad to know how you feel after our two and

g half years of work together; Mr. Becretary.
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SECRETARY KRUG: Thank you, Walter,

Members of the council, particularly the new o
members of the council: I want to start off bWy giving ym a
warm and hearty welcome to a relationship with the Department
of the Interior and the other departments of the government.
I want to assure you that you will ind the same wholehearted,
sincere, straightfomard caperation of all of our people that
you have experlenced during the last two and a half years, and
I think 1t 18 quite fortunate that we can look forward now |
to a considerable period of uninterrupted work in accomplishing
the purposes of the council ﬁnd the purposes of your government
dealing with the petroleum industry. |

I also want to congratulate the council on the selec-
tion of Walter Hallanan for a'third term. Walter, 1f you
aren't careful, you are golng to be the Franklin Roosevelt
of the Wational Petroleum Council.

I don't think you could have made a hetter choice.
I had planned, frankly, to come down here this morning and

extol our accomplishments of the last two years, but in hearing

Walter's talk, I mist say I could not possibly do a better Job

in my own wordes Iin axpreqsing the achlevements of the céuncil
and the feeling of government satisfaction with the work of
the council.

It hap been & great job. It is deeply appyeciatod;f

not only in the Nepartment of the Interlior, but,thrahghout
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the many departwerts and &gencles of the government that-have;

affeirs and relationships and & dependence on the vital 0111 
industry. It has been & great expsrience for me. 3
‘T think you know that as a result of this !

A
|

sxpsrlence, or largely as & result of 1t, we have set up ovhr
here now zeveral other important industry councills, namely,
one in minsrzsls and one In bituminous coel, We heave axp%nded

the activities of the advisory committee on anthracite coﬂa.
LN

They are frllowing in the footsteps of the National Fetrofhum

Council, seeking to 4o for their industry and for government
dealing with theor industry what you gentlomen have done in this
vitel field.

I think all of the wewbers of the co&ncil_would

agree with me that Max Ball and Walter Hallenan deserve the

"1ion's sharve of the credit in that great accomplishment, T

didn't have the pleasure of knowing either of these gentlemen
untll this counclil was formed. I think I have come to know

them very well during the past two years, and I share with

Mex and with Walter their pride in great eccomplishment ina

very lmportant field.

You will recall that when I met with this council I
think two or three months bef'ore election, I reviewed briefly
the accomplishments and our aatisfaction with those
accomplishmenta. As I recall it, I think I told you we

were going into a rather difficult period., that some of you.
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_might get pretty angry at me,and waybe I would get ma d

at soms of you, end that I hoped those difficulties in

dopacratie institutions would not interfere wiﬁh the work

of thé counecll.

Since that time, I 4id spend a rather exhausting

~two months in the western states tilling those fertils

gcred and I think fortunately some of them turned out to ve
prétty productive acrea. While I wes out there tilling the
acres. at 1oaa£ 20 or 24 men who have the deluded but happyk';
tmght that the Job of Secretary of'Intgriurnia &n easy one
all moved in to take over my job, I have returned from that
trip. I fesl we11 and reated, and I think at least & few of
them have a 1ittle different notion as to what kind of Job
being 3ecretary of the Interior 1s.

80, 1 can tell you thatrI never have :e;t better in-
m& life, and I have never looked forward to & Period of work
with greater mticimtionﬁd enthus Lasm. | |

On your pert, I must say that while perhaps a few of

you took & worse beating then I did, I can't see any of you

100k very bloody, and certainly I can't see that any of you'

‘look other than unbowed (laughter). That 1is & great tribute
.to the recuperative power of a great part of this great

'induhtry.

There are & number of difficult problems ahead of

us. I don't plan to discuss them here today. I 414 want to
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montion two or three ofthem briefly.

T understand the council today will have an opportudty

'to conmider a report on national oil poley.

CPAIRMAN HAIJANAN: That resort has heen adopted.

SFCRETARY KRUG: Fine. Nesdlees to say, I iook
upon that as an exceedingly importsnt document, and I expect
to study 1t with a great deal of interest.

I think I would be less than frank 1f I didn't
tel) you quite frankly that one of ﬁhe recommendations I
understand 1s incorporsted In it, namely, that thare shmld be
state control of the tidelands, doss not egres at all with my
point of view, and frankly, I don't think 1t is ln the

interent of the o0ll industry.

Whether that is true or not, I think T should tell

~wun that T feel strongly that in trying to accomplish that

purposé wyou are, if I might talk bluntly, butting your heads
ageinst a stone wall; ﬁhile that 1is your own businesa, you
having your own heads and you can d4o with them as you will,
unféftunntely, that isn't quite the case, because I am fearful
that 1f there is a coniinuafion of a bloody bettls between
the federal government and the states and fhe oll cnmpaniep;
we will not get the kind of leglslation that we really should
have to make a good, reasonable, practical, long-range plan
for develnping'the rich rasources of the tidelsnds in the

interest of America.
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I am not tellingyou how hard to fight your
cause, but don't fight 1t so hard that we dm 't come out with the
kind of measure in the Congress that will glve us an opporﬁunity
to dovelop these resources the way our Amalcan experience
has shown to be the hest,.

I hope that all of you will consider that most
seriously in the two or thres weeks ahead, because I think
it ié of vital importance not only to the countrybut to the
future of the oil indusiry itself cperating in those very
1mpnrtant.areag.

We have done a great deal of work on steel, and
after months of effort on your part, and on the pert of our
people here, we have, I think, convinced the sﬁeel industry

of the vital needs of the petroleum 1lndustry,and I think they

" have already made substantial progrese in providing a greater

cepaclty of steel for this important industry.
| I was a 1ittle dlsappointed to learn this morning that

at a meeting in the Commerce mepartment, I belleve yesterday,

" the industr- was satisfied with what had been done and didn't

think it necessary to push further to get a firm underatanding'
and agreement that we will get the materials that are promlsed
to us, I think that was & mistake, I am as happy &4s ym are
over the tremendous progresa that has been made ln incresing
the supply of petroleum and meeting the necessary demands of

the public, but I dont't think this is the time to - shall I
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' say, relax and enjoy 1t. I think we must continue to do ei@fyf

thing necessary to get an adequate supply of steesl and othér .
mgiérialu to the petroleum industry. ' |

As I have told them over there many times before,

~41f they ere willing to say they are‘doing ell this, wh& not

have 1t firmed up so we know it 1s going to be done. 50,71

hope we will get the support of the 1ndustry people who have

'boén working with us in achieving that purpose.

I believe one other naﬁtor-ia coming before the
council today, 1f 1£ hesn't already, which has to do with the:
kind of organization we ought to have between the petroleum
industry and ﬁho government in time of omorgenoy.. I think
that is an extremely important question from thepoint of view
of the industry and the government. I think 1t is important
because a great deal of thought 18 being ﬁut into 1t by other
groups in Washington who hée some concern with this problem
elther with respect to various industries that border on the
problem of supplying petroleum, or other industries completely
independsnt of petroleum,

I would like to see us make the most effective
use of the valuable experience that you men gained Auring the
last emergency in setting the blueprint for the next ons. I
hope the group that is working on that will fight for thelr

objectives, bsause I found by bitter expsrience in the last

‘war that what you know w1ll work is far more ofrective'and
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useful than something that looks heautiful on paper but has
never bean tried out before, |
I want you to know 1f my support or my help will

do any good in getting that blueprint fixed for the next

~emergency, I want to help you with 1it,

I think the entire counecil and, through the council,
the entire 1nduatry is to be congratulated on a perfectly
_magnificenﬁ job of boosting petroleum supply to meet the vital
demands of the coﬁntry. - |

Well, we all struggled through & difficult and
dangproup ahﬂ exhausting winter a year ago, and thanks largely
to the work of the council and the subcommittees that wemrm
established, that problem was met, end through the all-out
efforts of every unit in the industry the situation has 8o
much ilmproved this year that I think all ﬁf us in government,
and I trust all of you in inistry, 1look forward with conf'idence
to tﬁé future and with great satisfaction to what has been
accenﬁliahed during this vefy short period of time,

I want you to know that I am deeply appreoiétive
of what has been done, and I have heard it echoed all over the
halls of Washington, a full and thorough apprecilation and
thankfulness for the induatry's stepping in &nd boosting up
supply by almgst ten percent, and thereby giving us stocks to

go into what appears already to he a most Aifficult wintef,

and a long, long time, with & good opportunity for meeting all
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all demands.,

This is in part & new councll, but I am very happy

‘tp see so0 many faces here of the 0ld caunail.g I think 1t 1s

safe for me to amsume that you busy men are here because you

‘thinkyour contribution 1s worth while,end I feel th&tjit is

by that kind of contribution and continuocus effort that we

will reelly get an effective working relationship that will

- work notonly for the yéar ahead, or the four years ahead, but

for en indefinite perliod ahead, regardless of administration

in government, to assure a smooth, effective, working

relationship between government and industry in this terribly

important fleld, - ‘ : —
- I thank you very much for this opportunity to

taik with you @gain. I want you to know that at any time,

Wwalter, as I think you have found it in the pasf, we are

| ready to help. At the same time, we won't hasitétﬁ to

toss something your way when you can do a Job for us, as
you have done 1n the past,. |

It has been a gfeét and heppy relationship from the
point of view of gcvernﬁont. I hope &ou will be able to repeaﬁ
whmryou said this morning 8 year from now, and a year after

that and a year sfter that, As far as I am concerned, you

can be Chairmen from now on out.

(The audience rose and applauded.)

CHA IRMAN HAIIANAN: Mr. Jacobsen?
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MR, JAGOBBEN: Mr. Secretary end Mr. Chairman, 1
won't take more than & minute: |

Befors the S8ecretary came down thls mrning, I made
the statement as Chairman of the National 0il Polley Commlttes
that wé have appreciated very much indeed the unlimited
scope we were given in the Secretary's request for-an expression
of polley.

We were not asked to make suggestions of poliey in

‘respect to this point or that polnt. We were given complete

jatitude. We took it for granted, because you know 1t 1s the
Casé, thét when the 3Jecretary asked that of us, he wanted us
tc be perfectly frank in our recommendations, whieh we have
heen. |

It 1s entirely right that the reposrt recommends
state ownership of tidelands, We knew perfectly well that that
414 not sguare with the Secrotarﬁ'ﬁ own 1deas, or with the
official policy of the administration, but we were asked to
axpress our opinion, and we have done 80 with completa hohaaty
all the way through, and at no time have we sald we won't
say that because maybe the administration won't lilke it, or
we won't say that'becaﬁsa maybe it doesn't agree with the
Secretafy'a view.

We took it for granted, and I am sure we ars righi

in that assumption, that when you asked us for an expresaion

of opinion regﬁrding policy, you wanted exactly what we have
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'good many of us thought we were getting pretty close to our
refining capacity. WB finally have the figure for what happenpd
to refinery capacity during the two years.

Agg;n refinery capaclty increased at an unprecedented
rate, and the margin of ﬁbout ten percent of atl1ll further
operetions that could be done.is st111 there, .

I may say that that was done very largely by the
$5 Qﬁjlion_that the 0il industry Invested in tke expansion of
facllities, and that if we had ha 4 an excesa profita tax such -
as we are worrled aboﬁt or hﬁve bheen worried about, 1t could
nﬁt have been done., We are very mich pleased, 1 am sure, to
. see that less emphanls 13 being put in on that angle.

I would 1lke to ask the Secretary 1f he had any
coﬁments on a problem that-anothep comnittee of which 1 am
Chalirman has to express an opinion on, and that is whether
there is any need or any dsirability of retaining the setup
for voluntary petroleum allocation agreements.

I have not firmly made up my mind until I hear
the reports of the district commlittees, but I think it ia
obvious that they had practically nothing to do this winter.
and I see no good reascn for continulng those wheéen there
obviously doesn't seem to be any problem now or in the near
future,

On the other hand, I am sure we wpuld appreciate
hearing his views on that subject befae helleavea.

SECRETARY XRUG: My views are incorporated, Noctor,
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given wu: nemely, a completely honest expression of our
opinion. |

SECRETARY KRUG: That is exactly true, and I didn't
even want to pass the inference that I didn't want that subject
covered in that way.

MR. JACOBSEN: That 1s right.

SECRETARY KRUG: I do think it 1s lmportant to keep
this in mind: I know from my own experience with you gentlemen
that hardly without exception you want‘st&te control of the
tidelands, but my point is, if you aren't going.to get 1t,
is 1t wise from the'industry's point of vieu to keep pushing
for 1?7

Frankly, I don't think it ls..

MR . JACOBSEN: Just to clear the slate, I would
1ike to say the company I represent doesn't have en acre of
tideland, and has no intention of getting it.

SECRETARY KRUG: I understand that.

MR. WIT30N: BRBefore the Secreiary leaves, I would

11ke to @1l attention to 2 point concerning your remarks and

"his, on the chart on the wall here which is a response to

his request for a chart of the refining capacity in this
country.

| You are familiér, of course, with the dally report
showing how crude runs have run up more sharply than in any

comparable pericd in history during the last two years, A



in a release we got out. It was ifssued just tdday,.aq §§i
matter of fact. T thought 1t was yesterdasy. _

The Attorney General wrote me with regard to the
same problem, and his vlew parallels your own, based on our
reports, and your reports, that things were all right now.

| I wrote him back saylng we agreed that that was the
way it appeared, bﬁt in view of the fact that we have only
another tﬁo months to run, anyway, we might as well let 1t
run out, rather then do anythiﬁg about 1t.

Thet 1s the substance of my letter to him, and that
is my feeling, It won't make any difference,and I hopé we
won't need 1t, but let's let 1t dle a natural deéthénd not
take any actlon.

CHAIRMAN HAITAWNAN: I think nr. Wilson's question
was as to the desirabllity of renewal of it,

SECRETARY KRUG: I don't zes any reason for renewing
1t at this time, and I don't see any reason for having them
unless they are hased on real necessity.

MR, WIISON: I agree with you,

MR, MAJEWSKY: If there 1s no need to renew 1it,

then wile he 1s here, we ought‘to disband tﬁem, because the

ﬂepartmeﬁt of Justice wil) be upset, and s lot of people will
bes upset.

Wwhy put the burden on the Department of Justice and
on ourselves? I like what you sald last, not so well what

v said first, about that.
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SECRETARY KRUG: I don't think the nepartment of
Justice is that disturbed, and I think will worry about how
dlsturbed they are.

MR. FAJEWSKI: T am diaturbed, because never dopas

‘the Sesretary of Interior get indicted. It 18 the guys in

the 011 industry.

SECRETARY KRUG: You apparently haven't read your
history very well. {laughter and applause. The Secretary
retired from the room.)
| CHAIRMAN BAITANAN: Mr. Jennlings, would you like at
this time to digouss the situation with respect to the report
of your committee, the National Petroleum Emergency Committee?

MR. JENNINGS: Mr, Chalrman, as you know, our report

~went out to the oll council members I believe in the latter

part of Necember. 'Within the last two days, I have receivgd_
certain commﬁnts and suggeations with reference to that
report, some of which I think have considerable merit, others
of whiech maybe not 80 much én.

I would 1ike, 1f 1t 18 agreeable with the ¢ounecil,
to try to arrange a meeting ol those mohbers of my committee
who are present during the lunch hour, sid try to make a report

to the councll during the afternoon.

Could I ask now that such members of that commlttee aa

are here join with me after the meeting?
CHAIRMANlﬂAIIANAN: In any event, ali members of the

comml ttee on National Petroleum Emergency will please remain



in the room after the recess of the council.
| My, Jacobsen, will you remain here with me, you
as Chairman of the National 011 Policy Committee, sc we can

have some conferences with the press? T would 1ike Dr. Pogue

also to remain.

It is now 12:20 --

MR, PECK: Pefore the committee recesses, Thave a
proposal I would like to give the committee for study.

CHATRMAN HAIIANAN: Mr. Jennings, Mr, Pecic has some
suggestions also in connection with your report, and I suggest
Lpstead of presenting it to the council, that he present it
to you, because your report is not dbefore us,

MR. PECK: T will be glad to do that., Thank you.

CHATRMAN HAIIARAN: If there is no objection, the
councll will stand recessed until two o'clock.

(whereupon, at 12:20 otelock, p.m., the meeting

recessed until 2:00 o'clock, p.m., of the same day.)
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THURSDAY AFTERNOGH SESSION
January 13, 1949 |

(The meeting reconvened at 2130 o'clock p.m.)

CHATRMAN HALLANAN: The Council will be in order.
| Gentlemen, at the sesslon this morning we had under
consideration the report of Colonel Drake's committee on
Military Supply. There was some discussion at the time as to
wh?ther or not that committee should be ¢ontinued on a stand-
by arrangement. I was very anxious to have Colonel Cotulla,
who 18 Executive Officer of the Armed Servieag_?atro}eum
Purchasing Commission, make any comment that he desired to

meke, and bring us up to date on the situation which he faces

on his end. I know that we had & great deal of satisfaction in

receiving ths committee's report, which indicated that our
problems were pretty well over the—hunp

Gcntlcmsn of the Council, Colonel Cotulla. (Applause)

- COLONEL COTULLA: Gentlemen, in a sense 1 may be

rushing in where angels fear to tread since my name, T under-
stand, was mentioned this morning in connection with Mr. Page's
report. I am sorry that I was not able to ba over here this
morniﬁs. As a matter of faot, Irwas under the impression that
you probebly would not get to Mr. Page and his report until
after lunch.

The position we find ocurselves in now is in general

quite satiafactory from ocur standpoint. I understand there
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eomes doun to nomina,tine: a spocirie supplhr for a gilven cargo

|
18 BOmMe dima.ﬁinfaet:lan 'hich h‘m bcen expresaed along:

nnem With onn excdpticm I wm:ld like . tzt) mnt,ion tha

you, and that is on the motar gnsa‘line pictnpe. . As you W

- our requirementes are ui:l.ghtly under six million bamln, and

. our ew&ra,ge to date leaves us oonsiderahly shy of that mark.

Wa hwe tent:ativa offers which make up a large sham of the
difrerenee which 1is shown in Mr, Page 's report and which he
did noi; 1ne1ude. 'rhese oi‘rcm, I am ntilned, will firm up,
and it lmweua1 us a‘t; the momnt with & shortsage of about &

million and & half barrels. That in itsalr is not too serlous

because I "'think :-ln the ne:'b four or I'ive menths we. can come up

with that produet withaut too gmnt; diffieultm

Except for one faet.or, and that 1s the one that

always b_otlgra us when we leave 1t on 2 general basis that

'mc_lustry will provide, which we can accept is a pretty well
imown sort of fact, industry alwsys has and I think you will
in the future without eny di.rﬂ.eultr. P

It makes it extremely difﬂeult for us to get a»

Bigmd emtract in the hamds or mduutry as a Whole.l When 1t

on & givan date » there the shoe begins to pinch. Every one
says, Oh, 1nduutry 15 e;oing to take ure of 1t, s but I ém"t
do mythins for you right now." 'rhaﬂ; is the. predicment we

fm& ourselves in particularly with respect to the West Qunt.. :
We hlva i, 800 ,000 &8 requirement out there, We have |

hS
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tentative offers amounting to between 80 and 90 per cent of
that requirement. Yet, we contacted every mgjor supplier on
the Weat Coast within the past few days In a repeated effort
to secure 20,000 barrels of motor gfgql;ne. Finally one
company came up and said, "All right, if'you go around one
more time and if you can't possibly get it any placeJelse, we
will take care of you." But that leaves us with a requirement
coming up in February for 400;000 barégis, 410,000 barrelaiér
moior gnsolinnﬂ That is eov;red in the tenﬁative orfefs, but
this 1s for Fﬁbruqry. T have not discussed 1t with Mr. Stuart
on the West Coast as yet, which I will do a little later in
the afternoon, but we are in a kind of bind there because
here 1t 1is the 13th day of January. So we do have that bhad
épot in our aoverage so far ae the military énﬂ of it. The
reet of them I am sure Mr. Page has gone over and, as you can
see, we are not in bad shape.at all. We have a slight
shortage in Navy special, which I think you will agree with
me we probably will be able to eliminate in the near future.
Aside from that, I am quite happy. I look forward
with some anticipation to some of the views that have been
expressed to me that we are in effect going to have a buyer's
market. I don't know whether that is exactly true or not,
but I am looking forward to the time when my phone rings and
somebody calls up and says, "Look, oan you take another

100,000 barrels” and so forth. Aside from that, we are all
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If any one has any questioha about the-requirenents
which were not fully covered this morning, I will be very happy
'tu sattempt to answer them. 7 |

CHATRMAN HALLANAN: Dr. Wilsen, would you like to
rensv the_qﬁest;on_you prqpounded this morning when the
Secrntary-w#s here?

DR. WILSON: The Colonel may have had some inkling
bf it, but I would be glad to repeat 1t because it 1is not
Ny questiqn.:{ltlib a,question on the mind of 8 grdat many
of us, Al I pnid,rwq don't want the Army to buy a barrel it
doesn't need or'any other branch of the Government, because
we knuw we will help to pay for it. 3ut it 1is somewhat
diaturbing to thosa of us who had to spend literally millionn
of dollars to get extra supplies in a year ago to take care of
1ncfa§sed_m;11tqry demands which they insisted were abasolutely
essential, and _cdu_mp't be jpont;pomed, or anything else, and
when we had to take it away from our customers and undergo a
19t of grief, to find that now we have enaughztd supply and
the.A:m&tcuta down 1ite rquiremgnhs ghd_the armed services.
generally, in spite of the fact that the Berlin airlift which
was the reason for the great increane 1sr;t111 going ahnng}
I can't understand it, and others can't, which tends to make
us concernid about how Urgent were those neads at the time when

we were tgld they were absolutely emsential and were minlmum.
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COLONEL COTULLA: I am gled, Mr. Wilson, you said you
couldn'tlunderatand it and others couldn't undardtand it,
because that tekes some of the--I find myself a l1little b;t
at a loss at times to understend some of these thinge, too,
without making any cracks &t any of the people who determine
the requirements, After all, as you know, there in the agency
we merely get the requirements from the separate departments.
We throw them togethef, and if there is enything that appears
to be obvicusly out of line, of course we go back and check
on 1t and say, "Look, are you sure this is what you really
mean?"

I assume, asince you bring in the Berlin airlirt, you
are referring specifically to the 100-octane,

DR, WILSON: Yes.

COLONEL COTULLA: Since I am not a member of the
Alr Force, I feel that I am skating a little on thin ice
to comment on the difficulties that they had in determining
their requirements, but baslcally I think, at least so far
as I know, this 1s the problem, that there 1s a lull. We
obligate, in other words, funds for the Navy, the Alr Force
and the Department of the Navy, and that 1s the trouble, wheﬁ
you don'ﬁ have funds in the bank, and that is precisely the
predicament we find ourselves in. The Air Ferce only released
to ua & certain amount of funds and stated this was only

sufficient in thelr estimation to cover so many barrels of
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100-octane. That 1ie a very definite 11m1tati§n on our pro-
curement activities, w;’hnve_to cite the specific appreoprlation
each time we contract for a certain amount of préduct. and in
the absence of that appropriation to cite, we can't contract
for it. The Air Force - we have the avallability of thelr
funds, and we found that the Alr Force had reduced their
requirements from 9-1/2 million roughly to around 5.3 million,
which was a reduction of something over 4 million barrele in
their requiraﬁent. I assume that the Air PForce did that with
a great deal of reluctancs, and the cut has been dictated
almost entirely by the availabllity of funds.

That 1s the impression I get., As I say, I oan'y
speak definitely for éhe Alr Porce and their hudget secfion.
I don't know, but that is my 1mpreaaion.- The reduction in
the requirements 1z based largely upon the availability of
funds to the Air Force. There may be other factors which
enﬁer into that. Thelr anticipated consumption may not have
ﬁeen as great as they had previously figured 1t would be.
It 1s extremely embarrassing to me in the agency because I am
ﬁuite well aware of the fact that you people have in a number
of cases contracted for ocutside supplies of materials to blend
in with your =tocks to come up with the product reguired. I
have been quite concerned about it. I have been doing what
I could do perhaps to increase those requirements 20 as to

offer a measure of relief to those companies who found them-
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selves in the predicament of supplles for which they now have |
no particular use. I have not been very successful in that
1line. i am contimiing in 1t. Again a purely perscnal thought,
anq perhape off the record, too, because of the fact that I
couldn't,baok 1t up, I am of the opinion that possibly we will
be able to go out for another million barrels or two million
barrels of l00-octane before too much time elapses. If we
delay two oﬁ three meﬂhq. it will be worse than not going

out at all, hcoausq/ggat time you will have made vhat con-
verﬁions you can make and it will be water over the dam, But
1f we can come out in the next few weeks with something like

that, then it will offer a measure of relief to us. ‘If we

" ecan't, then I hope 1t doesn't come about at all.

That is the only explanation I can give you, sir,
I won't say that it is the complete explanatlon because I am
not in a position to lmow, but from my books and from my
standpoint, 1t 1s like the Chinaman,"no ticket, no washee."
We just didn't get the money and that is all there is to it.
We screamed und--I won't bore you with the details. But it
took a long time to get even whut we got hecause of the un-
sertainty of whnt was going to happen. Basically yau can .
always eame”bank to the fact thaﬁ‘the.nilitary appropriation
1% something that they do not exerciee complete control over
themselves. In other words, it is given_to them ﬁnﬂ naybe

they didn't get quite what they asked for. That I don't know.
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CHAIRMAN HALLANAN: Gentlemen, a few months ago this
Council was asked to canﬁtitute:a'cohmittaa &nd-promulghte
its recommendations and suggestions as to;pnadedurefor‘govérn—
ment-industry cooperation in the event there should arise
another national emergency. This request came to me at a time
when war cloude were hanging more heavily than they are even
now, and I regarded it as one of the-mgst'iﬁportant,agsignmnnta
that the Counclil had been asked to céver; I wes very anxious
to constitute as that committee aome of the men who ﬁad had
important experience in Government-industry cocoperation during
World War II. FPortunately, I persuaded Mr. Brﬁwster‘Jenninssa-
to.accept=the Chairmanship of thiufcommitteea' They have
given you a report embracing recommendations as to what would
be & feiaible-plan_of-governmsnt-ingustry'¢00paration'in the
event of another emergency. This committee report has been
sent to you. You have had opportunity to examine it. Person-
ally, I think 1£71q an outstanding document. I am very proud.
of what the committee h#s done, - There have been pgrhapa some
suggestions and some chanses.which heve been consildered by
the committee here today. Mr. Jennings, I would like now to
call upon you to present thcrrabort of the édmmittee‘od
national emergency. |

MR. JENNINGS: Mr. Chairman, do you think T should
read the whole report?

MR: JONESt I offer the same motion I made this
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That doesn't mske it any easier. I appreciate that, but it
may be an‘explanatién. | |

Dﬁ. WILSON: You are quite conacioui of the fact
fhat if the Army does want to‘atockpilé, now is a sood time
to do 1t. Wa heope that you don't let this time go by and then
come in the next time we are short and want to stookpile
in & great hurry.

COLONEL CdTULLAl May I say Jjust one more word: We
are quite well aware in thé agency of the fact that our
success or failure in securing product is largely dipchdeht
upon the degree of confidence we are able to establish and
maintain in your mind and the minds of the rest of you as to‘
the validity of the requirements. It unravels'd_lot'of work
that we have béen trying to aceomplieh to have something 1ike
this come up. We appreciate 1%, and I assure you that welﬁill
not let it happen if there iz any way that we ﬁan'poulibly
prevent it. We had it, and there wasn't anything we could
do except just to say, "I am BOrTY, our previous Qatimntos
of requirements proved to be alightly incorrect.”

CHATRMAN HALLANAN: Thank you, Colonel., Any
ﬁuostiona for Colonel Cotulla?

COLONEL COTULLA; I would be very happy to discuss
any phase of it here.

CHAIRMAN'HALLEHANi Thank you very much, Colonel.

(Colonel Cotulla left the room.)
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morning, Mr. Chairman, with reference to reading the whole
report. We have had coples of it. |

CHATRMAN HALLANAN: Will you repeat the motion?

MR. JONES: I move that we dispense with the reading
of the entire report and that the Chairman of the Committee
briefly explain to us any changes that have been made in the
report since it was distributed.

| CHAIRMAN HALLANAN: You have heard the motion.

(The motion was regularly seconded and was put to
& vote and carried.)

MR, JEKNINGS: If it is agreeable I would like to
wait uﬁtil the copies are distributed because I think the only
way clearly to explain the changes 1s to have somebody look
at the text. |

I might say in connection-with these changes that
the suggestions came in rather late. Scme were receiﬁed day
before yesterday, some yesterday, and a few more this morning.
I feel that all the susséations'were holprui and constructive.
I don't. consider that they are particularly fundamental, but
I think they all clarify the report and better express the
intent that we had in mind.

COLONEL DRAKE; Are all the changes embodied in this?

MR, JEHNINGS: T will have to gilve them to you. fhlt
is why I suggested that you follow the text.; I will glve you

the pages as I go through them and tell you what we changed
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and why we changed it.

| MR, HILL: What he meant was, does this last thing
that we received include the changes. '
| MR. JENNINGS: They do not include the changes. What
you have recelved is the original draft.

In glving you these changes, I hope you will accept
it ae the committee's recommendation that they be ad§pted and
that the report be accepted with the‘modificationa. |

The first change oceurs oﬁ'pagelz in the fourth
paragraph. It 1e in the sectlon where we are'discuasing the
need of permitting people to serve the government without
severing their relationships wlth thelr previous emplcyefs.‘
It wag felt that from the legal polnt of view 1t would be
better expressed If In the next to the last line the words
"matters directly affecting” were deléted, and thére‘ware
substituted the words "direct dealings with." The sentence
would then read: "That such individuals should not be required
or permitted to act for government in direct dealings with
their prior industrial employers,"”

The next change 1s on page 3, the fibst paragraph
of the section on "Armed Services."

In order to give the petroleum adminigtrators office
2 1ittle more information, it has been suggested that the word
"pequirements”- in the second line be deleted and there be

substituted the words "inventory positions and consumption
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requirements.” The sentence would then read: "The services

‘should keep the petroleum administration for war fully advised

as to their inventory positions and comsumption requirements
for oil over as long a future period as may be practical.”

The next change is on page 4, in paragraph under the
h#adins mTrgnnportation." In the third line it now reads,
"Ape 80O ﬁigﬁl} specialized and of a character.” We want to
insert artér the word "and" the following: "With the exception
of tank cars.! The mentence, or that portion of.the sentence,
will noy read: -"Tharerore petroleum trnnsportation'racilities
are so highly specialized and with the exception of tank cars
of a character little used,” and so forth.

 The reason for that change 1s, while it is quite

true that tank trucks, pipelines and barges are very largely

used in petroleum service and rather little used in other
services; in the cage of tank cars there is a substantial use
of tank cars in other industries. &
The first full paragraph on page 5, which deals with
the allocation of tankers by the War Shipping Administration.
It is suggested that after the words"transportation of oil"
in the second line we Add ﬁhe_worda, "other than rér the
armed services."
The sentence will now read: "Such tankers as are
made avallable by the War Shipping Administration for the

transportation of oil, other than for the armed services, should
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be allocated by the petroleum administration for war," and so
forth. ‘The reason for that 6hange, I think, is guite obvious.
It is lnevitable thnﬁ the shipping agenoy will have to allocate
some tankers for the use of the armed services, and it would
be entirolylihnpprOpriato that PAW should be allocating those
ships. |

In the second paragraph under the heading "Inland
Transportation,” we want to delefe'entirely the firest séntence

of that paragraph. In the hext'séntence, the third and fourth

words. The paragraph would then read: Because of the need

for coerdinating the four methods, it becomes imperative; and
s0 forth. That is on the same page, page 5, the second para-

graph under the heading "Inland Transportation." Delete the

' rirat‘aahtenne and delete the third and fourth_words of the

next sentence.

The committee felt in that connection that the state-
ment thet the bulk of the transportation 1s either owned or
controlled by the oil industry was not relevant to the subject
and that it was better to delete that thought altogether.

8t111 on page 5, the paragraph under the ‘heading
"Barges and Inland Water Transpertation,” the secord line, delete
the words "used in," and substitute the words, "made available
for." The purpose of that change is to make it clear that the

determination of the usze to which the transportation is to be

‘put in the sense of whether a given transportation facility is



. BT

to be used for oil or chemicals or vegetable oil would be
made by the transportation agency and not by the petroleum
agency.

On that same page thare is & section at the bottom
of the page under the heading "Railroad Tankcars.” We want
to delete that section as it 1s. It iz Just one parasrﬁph.
And we want to substitute for it this. I don't know whether
you can take this down as I read it. T will try to read it
glowly., It is not very many words, | |

"The assignment of the tank cars as between indus-
tries, the routes of movement , maximum utilization and main-
tenance should rest with the transportation agency." |

COLONEL DRAKE: Sti1ll keeping the same ﬁeaﬂing, .
"Railroad Tank Cars"?

MR, JENNINOS: Yes. We delete what 1s under that
and substitute what I am reading for you. There is one mare
sentence: "The determinntioh of the use of the cars asaigned
to the petroleum industry should rest with the petroleum
administration for war,"

The purpose of that change 1& primarily to spell out -
more clearly the relationahip between PAW and ODT. |

On page 6, under the heading, "Tank Trucks,” we want
to insert the word "petroleum" after the word "of" in the first
line, so it will read the ownership of petroleum tank trucks is

divided between the petroleum industry and common and contract
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carriers. The purpose of that 1s to aveid anylimpliaationf-
that we want to have PAW take any jurisdiction over a milk
truck or & truck normally used in some other service.

The next sentence, "other bulk liquids,™ in the
third line and the first word‘in the fourth 11ﬁe. we want to
delete the words "such as tank cars and tank trucks,” as we
don't feel that those wofda &Te necessary tp the context in
any way, and singling out tank cars and tank trucke &nd not
mentioning barges and pipelines might be somewhat controversial.

On page 8 there is & heading in the middle of thé
page that resds”international responsibilities of petroleum
administration for war and the Petroleum Industry War Council,”

The aubsequént paragraphe deal with the responsibiliity
in connection with the conduct of the oil industry abroad ani
describe the functioning served in the last war by the forelzn
operations committee. The foreign operations committee was 2
ereation of the PAW, th& Petroleum Administratof's Office, and
not of the Council. We think 1t is inappropriate to have the-'
War Council mentioned in that connection, On-the_othei hand,
the Forelgn Operations Committee was appointed from industry
and was really an industry body. So we would like to deleté
the last two korda in that heading, in other words, cut out the
words "war gouncil.” |

The last change I have to give you, gentlemen, is In

respeot to the paragraph at the bottom of that page, page 8;
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It 18 to delete the last two words on the page, "with com-
mittee," and on the next page, page 9, delete the word
"established" in the second line and insert after the word
"along" the word "national." That particular sentence will
now read: ."In the event of-anofhof emergéncy, it is rachnmeqded
that an industry organization be reactivated along the lines
obtaining toward the end of'Wcrld-War II,'répreﬁentﬁtivé of‘
all areas and segments of the industry, both large and small,
 along national, district, zone and area lines, paralleling =
the petroleum administration for war organization."

The purpcse of that chanse - the matter'waa-braﬁghxt
to our attention by Mr. Rankin Perk. It is poseible to
construe the language as 1t originally was so that the repre-.
sentative character of thia'organiﬁﬁtion would apply only to the
conmittees and not to the main body. It 1is 1mport§nt't6.6ﬁphn-
size that whatever organization does exist must be completely
' representative all along the line. We felt that thntiéhéhée
would make that completely clear, |

1 apologize for'brinsins ao‘miny'ehangén't@ #cur
attention, dbut I feel I couldn’'t help myself.

| Tt 1s suggested I might describe briefly some of the

thinking and effort that went into the preparation of thié
peport. T think we had three formal meetings of the committee
and several meetings of small groups of the committee. In
addition to the members of the committee, we received very
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with us all through the meting in Chicago, which wae quite a
long session,and gave us a great many good auggeationa,

Mr. Chandler Ide was good enough to write me a
four or five pnse letter giving me criticisms of cur fipst
draft and a lot of constructive suggestions. A great deal of
study went into this thing, and whateVQr.it_ia, there it is.

T can't add very much to 1t.

I will he gled to try to answer any questions that
any of you gentlemen want to raise. I would like to present
this report and move 1ts adoption. |

MR. PECK: T would like to ask a question. This will
be & 1ittle surprise to you. I would like to say that Mr.
Jennings anh_his committee discuased this with me and n;ra,very
kind, I think the report 1s a splendid report. There were
gome changes made that I thought at the tim@ would take ocare of
this, but as I read the report through, the industry partici-
pation as indicated on page 8 refers to an area comulttee
rather than the main body or what would be substituted for the
petroleunm administration for war of the last war, I have
from our oganiration a direotive by resolution that the
national petroleum congress participate in all bodies where
industry is brought in to participate in promulgating rules
and regulations that affect them in their operation. I had

a proposal here that I submitted to the Secretary, and Aif the
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hody, that would probably cover my proposal. In other words,
in reading the report, I am impressed with the thought that

the paragraph covering industry participation refers to another

committea, other than the directing committee.

DR. WILSON: You have the word "national" in there.
MR. MAJEWSKI: National, with a comme after the word.
MR. PECK: If the committee 1s willing to go on record
that that means the main body, I am perfectly sgtiaried.
MR, BALL: Mr. Chairman, if I may, I think as the

wording is now modified, it clearly covers not only the main

'body, the equivalent of the Petroleum Industry War Councll,

but covers all committees thareor,_alllapropriate cosmmittees
thereof. 7 |

‘MR, PECK! Would the Chairman of this committes state
for the record that that is an understanding on his part?

MR. JENNINGS: It is my understanding of this langusge
that it covers the point you have in mind, Mr. Feck.

MR, PECK: Thank you. That 1s all I want.

CHRAIRMAN HALLANAN:  Is ther# any other qﬁeation?

MR, DUKE: Under transportation in the second line,
on page 4,‘whnt is wrong with the way it reads? The word
"because” ar_"theferor.“ doesn't belong theia.

MR. JENNINGS: "Because, therefore,” you mean?

DR, WILSON: It seems to me that "therefore" is

-\
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COLONEL DRAKE: Why don't you Jjuast elimimte it? It
doesn't add a'hﬁrthir_:s. | -
MR, JENNINGS: I think that can be deletids

MR. MAJEWSKI: And the comms with 1t. (L&u@ter)
CHAIRMAX HALLANAN: The Chairman agrees that doesn't
add anything to it, and we will have that deleted, Mr. Duke,
at your susge_ltion.
Mr. Dow? , 7
MR, DOW: I would like to add a word of information
which might be of interest to the Council in this connection. |
About ten days ago Colonel Johnson, of ODT, asked me to come
‘aver to see him, and I did. He sald that the NSRB had asked
him to be chairman of an over-all committee dealing with
tmnapor'cnien in the relationshipe that we are discussing here,
_namely, planning for another national emrgency.  He Baid that
committee would be composed of the eha.irm\m and the nemtw of
a group of committees, each dealing with a particular phase
of transportation. He wanted me to recommend the names for
a chaimm and mecretary «er pipelines, I gave him four names)

i e bt y "
M 13111 Tﬁw Rnphwcg‘fwaﬁﬁ“ and Ted Swigart,

I sugguted for secretary Bob Shields(./ Subsequently Colonel
ety

Johnson got in touch with Bruce and Bruce accepted

chairmanship of a committee which is working in that capacity.

He is in the process of forming the cormittee at the present
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time. I don't Jnmow what they will eome up with, but theae

men that I recommended were all

g‘?{ 5|f‘ & LJ
during the war, and whatever Bruce‘ﬂnrﬂeyﬁé committee comes up

with will certainly be of public interest and of interest to

very rmuch interested, as all of you know, in do1h§ what I
L o

can to maintain the right of the oil Indudry ﬁgﬂoun and operate

' 1ts transportation facilitiee, and in connection‘with pipelines

ihut is mY Job25r71u3wnt&*V“££ Eﬂifﬂ‘ /
'}%w ?é,ju,,oa‘}, alza,&/ xa”'?@;u—zﬁiﬂu L £ 70 fﬁ:(‘ %M A Lt d
What we face in the not-too~distant future in peace gv
time ia a surplus of trannportation and we face a reﬂwriting of
MM&’ fa s EMALE {M’»—r
the transportabion—aot~ At that time pressure w111 be def1i-
nitely on private transportation. You can see it developing.
The railroads sre pessimistic about their future. They are
being forced into pricing themeelves out of the market. And
I anticipate some preaiures on private traneportation and
some efforts to add to the regulations that we have today.
T don't know whether any of the men who are dealing
with this subject from the long emergency viewpoint will be

JUrtaepin

involved in the nearer problemsof the prevéerors of the
Wﬁﬁ(f: s (8 (el

Lranspontation—aed, but I hope if they are this situation will
be kept in mingd, because I conasider it of far greater 1nportance
" to the industry than the blue-printing of a plan for another

war smergency.
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I would like to invite Mr. Priedman to make any comment that
he deeires on the pending report.

MR. FRIEDMAN: T would like t0 express my thnnkn
to Mr. Jennings for a very excellent report, and also to
his committee. I have been over 1t falrly carefully and I
suppose the reason I am in complete agreement with it ia that
I had some of the same exparienée during the war that the
men who worked on this report had. The report reflects the
rather hard-won sﬁlutions and some refinements and new sug-
gestions that were worked out painstakingly over years of
actual war experience. The last couple of years of the war,
as you know, saw PAW, an agency of which we were all very
proud, When the Secretary said thie morning that he was very
.‘glad to have your ideaz on the proper blueprint for an
emergency organization,Vamong otﬁer things he had in mind
was Colonel Johnson's pipeline committee and the proposed
Office of War Transport. There are movements in Was ington
planning other phases of a war organization which Qe notr
entirely agreelwifh our idea of what the wartime petroleum
organization should be. There 18 a delusive simplicity of say-
ing all transportﬁtion, he it pipeiine, tank truck, tank car,
or whatever, should be in one sgency, it 1s trnnnpaftation, and
therefore the blueprint would show 1t in the war transport

agency.
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As 2 matter of fact, it 1z my understanding that
the present proposal is to put pipelines in the complete con-
trol of the War Transportation agency. I think that would
be a fatal mistake. If there was ever a plant facility, it is
pipeiins.

It seems to me that the war transport agency should
merely be a aervice agency handling scrambled forms of truni—
portation sueh as railroada nnﬂ poesibly inland waterways.

Thia report will be very valuable to us am evidence
of the way that 1ndustry bellieves an organization should be
established and will enable'u; to go into the dimscussions
with Caiﬁnol Johnscn and other members of the National Security
Resources ﬁhardxﬁith a good deal more ammunition for a prac-
tlcal solution than we would have had without 1it, |

. ﬁR. JENNINGS: I would iike to add, Mr. Chairman,
if I may, in connection with the activities of the National
Security Resources Board, that we sent them a copy of this
report ourselves. I think 1%t was the idoﬁtical draft that you
were presented here today. I suppose that was at least eix
weeks ago, and we have had no comment cne way or the athir
on it.

CHAIRMAN HALLANAN: I was golng to aqk Colonel Vogel,
who 1s here from the National Security Resourcea Board, whether
or not he would care to comment on the report. Colonel Vegel,

do you have any desire to comment on the rnport?
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‘received and 1t 1s being considered in conjunctien with the
discussions going on in NSRB, but until they were finallzed
here they were taking no definite sstion and did not desire
to.ofrer any conments hack.

MR. MAJEWMSKI: ﬂr. Chairman, in view of what was
Just said by Mr. Dow and Mr. Yogel, I think.ﬂr. Clarity ocught
to get & copy of this report so he knows what his industry is
thihkins in this direction as repfeu?nted by this Counecil.

DR, WILSON: Majewskl hay_auﬁumn that he does., I
would like to emphasize the importance of what the last two
gentlemen have said., If you‘reallj wint to make effective this
biuepriht, which I think is an excellent blueprint, it is one
of the mest important things tordo. If any of your people
are asked to serve on this pipeline comaittee or to do some
warklin connection with it, I hope you will speed them along
the path as we have Mr. Clarity, because 1t 18 a very seriocus
and important development, I believe, for the 1nduutrv;‘

FROM THE FLOOR: On that change that was made on
railroad tank cars, in fhe first sentence there is the assign-
| ment of tank aﬁra as hetween 1nﬁua£riaa. I understand that is
as between the petroleum industries? . N

MR. JENNINGS: ‘That is between petroleusm or vegetable
01l industries. ’

- FROM THE FLOOR: I was wondering whether that sigould
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be left up to a transpertation‘agenoyﬁ I question that ptrt'
of 1t. 'The ODT asaigns the cars as between the varicus indus-
tries. We ran into thaﬁ-ﬁrouble bdbre on other types of cars.
. MR, JENNINGSt Could I answer that question?

CHAIRMAN HALLANAN: Yes. |

MR, JENNINGS: We dimoussed that point at some
length, and T think 1% is not an exaggeraﬁion o say that
there are a £ood many who would rather have PaW do all of this,
but 1n_raa1311fe T think we have to recognize that ﬁhare a
tranppértatiqn azency is used foar more thgn one 1nﬁus£ry, you
mist lock to someons other than the representative of a par-
ticular iadustry to_determinelthe overall use of the facllities
between 1mpqrtant Jobs .

FROM THE FLOOR: That was my ldea, wﬁether a trans-
portation agency could decide as 0 the relative need for
cars ar hetwasn 1nduntr1§s. |

MR. JENNINGS: 1 think that is the only place it

can be done. We have the same problem in the War Shipping

Administration. OFf course, the bulk of the tankers were used
for oll, but quite a lot of them wepre used for molaﬂiea and
once in a while for vegetable oll. |

MR. BRUCE K. BRGEN:t T am net proposing another
amendment at all, but I think the way we mean it 18 as between
petroleum and other industries.

MR. JENNINGS: That is what we mean,
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un;_mﬁanwsxis You left that last paragreph in 5,
you know, on page 6, which takes care of exactly the point the
gentlenman was referring to. |

DR, WILSON: - We presume PAW would be a sort of claim
agency for it emphasizing the needs of the pstroleum industry
as vigorously as they could. |

CHATRMAN HALLANAN: The question 1s_n§on the adoption
of the report submitted by Mr, Jennings' committee. All in
favor indicate by saying "aye,"” opposed "no."

{(The motion was unmimw,sly carried; ),

CHAIRMAN HALLANAN: Thank you, Mr. Jennings.

M. Bruce Brown, do you have a raport-rram your com-
_ mittee, on the military pétroleun advisory board?

MR. BRUCE K. BROWN: I have an 1nforma1 report of
some of our activities. We'had until recently 17 mnmbera.l It_
may be of some interest to note that 8 of them are also members
of this council. We have expanded our membership.
hae &een appeinted by Secretary Krug as a ¢onsultant. M. Jake
Hammond has been appointed, &z you remember. MNe is & member
of the Council. Earl Hasscn of Sinclair has been appointed. If
T can ever catch a certqin HWest Connf individual long enocugh,

I will get him. T haven't got him yet so I won't mention his
name, We expect to have 21 members in the Military Patroleum
Advilery_Bolrd;- |

We will meet here at 9330 tomorrow, and to those
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~ members of the Board that are-heﬁe I would 1ike to #ly I think
we can finish all right temorrow afternoon.

I would like to call the attentionof the Council to
something I knaﬁ they read, but 1t 1s pertinent to our work:
The National Oil Polioy Repert, Section 5, on naticnal security.
One member of cur board was a member of this committee, and
I would 1like to sa& that so far ap I am concerned, and I think
T can spsak for every member of the Board, Section 5, which
gtarta on page 19, on national security and the national oil
pcliéy, 1s gospel as far as we are concerned, to the extent
that we have been made more familiar with military requirements
or any other military subject or security subject than the
whole Council has, .I Just want to assure you that”nothing we
know would cause us to change cur opinion from the opinions
expressed by the Couneil. So I think we are all together.

But there is something else’in this section 5 that
mast not he Qverloaked. It contains & couple of recommenda-
tions. There ian'f anything this Council can do about them,
but as oll men I want to be sure you are consclous of ﬁhé'ract'
that there are two important things in this section, recom-
mendations or statements. One of them 1s that we need
storage. One of the difficulties we know will be in that if
we go to war, independent of any question of whether there is
encugh orude or jet fuel or refining facilities. We lnow we

are going to be in trouble by not having encugh storage for
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petroleum. Our military board has said so. Now the Council
is saying so. It lsn't perhaps enaugh to say so. The way we
feel about 1t, the way our military people feel about 1it,

the storage problem we are talking about, at’' least the first
bite ought to be taken by the miiitary themselves. They know
that and they didn't disagree with us. One of the places

that we are weak from the standpoint of national security that
1s brought out here is that we do need storage,

‘The other thing that 18 brought out here that I
would like to emphasize again just so you won't forget 1f, and
probably the next real disability we would have in going to
war, and again regardless of the question of crude supply or
réfining capacity or anything else, is that we don't have
enough refining fncilitiea to produce the alecolate necessary
to produce the aviation gascline they want to uﬁe 6r the higher
gquality that ia new used in the modern planes, We are
specifically weak in those two points.

There 1s one more thing I would like to say to the
Council. It is apropodperhaps of the general change in the
supply situation that has been mentioned here several times
and a lot of other places, too. We know that the supply
sitution is easler, but there are atill people in this country
who are talking about the horrors of golng to war again with
a short supply or petrieum because wé would have two million

barrela'a day less than we needed. I have talked about it
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before and maybe you are tired of hearing me, but the reason
I am talking about it again im that perhaps you can do a
1ittle ;obbyins with people in the general public, men in
government, to tell them that that just ain't so. We are
gshort. I am not at li‘bert;g'r to tell you how much. But there
are this two million barralé & day shortage, i can say, and

I will repeat, is a shortige which would-develép in' the first
year of the war, and on the most unfavorable assumptions that
.ygu can dream up. It is based not on the military comulttee's
estimate of crude availability, which is lower than the API,
but on preceding estimates of crude availability which 1s now
' quite unreslistic.

The shortage that we would get into in the event of
war ian't anything to belittle. It is something to worry
about. It is due mostly to the greater consumption of jet
planes as compared with other planes. But let us gee 1f we
can't all work to eradicate this two million barrels a day .
figure from being thrown around all the time as a sample of
what we are talking abaut,.becauae it isn't two million barrels
a day. | | |

For instance, in the first year of & war, if we apply
any common seénse at all to our operationﬁ, we wouldn't have
any shortage at all. A lot of people don't know that. This
shortage comes when you get full mébilization and when you

get enormous jet propelled fleete. So don't let them feed
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this two millicn barrels & day back to the industry, and donft
paes 1t ocut yourself. Say, "Ebs, we might have a ahortag;,'
but let's get rid of that figure, because 1t is very unrealistic.”

MR. JACOBSE“; Unfortunately 1t came from a fairly
atrong source, It was Secretary Forrestal who =ald 1it.

MR. BRUCE K. BROWN: That is right, sir.

MR, JACOBSEN: He was playing by ear when he said it.

- MR. BRUCE K. BROWN: He wae working or some figures
that are now two yéarﬁ old., But it getsz repeated. Every

. time anybody writes or talks, they use it. It is Just a bad
nunber to use.

‘MR, HARDEY: That was in the mind of the military
Affairs Committee in a hearing I appeared on. The direct
question was asked me where would we get the two million
barrels & day we would need In case of war. I told the Chair-
man of the Comnmittee it was the simpleamt question he éould
ask me, that he would get it exactly where he got it in the
last war, that we would get 1t out of the ground, and cut out
the rolling of a lot 6f Jalopies.

MR. JACOBSEN: I think Mr. Bruce Brown is entirely
right, because I have talked to a lot of people, and the
understanding they have 1s th#t if we go to war on Monday of
next week, we will be short two million barrels a day on
Monday morning. |

MR. BRUCE K. BROWN: That is right.
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CHAIRMAN HALLANAW: What do juu suggest, Mr. Brown?

MR. BRUCE K. BROWN: Dont let anybody tell you that.

M. RUSSELL B. BROWN: Wwhat do you tel them?

MR. BRUCE K, HROWN: Tell them no. It is not the
truth. I told you all I dared when I said there ien't any
shortage the first year and when I told you what we need worst
oqjall for military preparedness is storage tanks to put the
préductn in that we could‘nave 1f we had a place to put them.
I have told you that two million barrel a day figuve was
based on three eatimates back of crude availabillity, and the
worat possible state of strategic assumptions that anybody
could dream up.

MR. RUSSELIL, B. BRGWN: I don't understand by that
that you mean we shouldn't have any reaervg?' What you mean is
not any fixed idea,.

MR. BRUCE K. BROWN: Den't let that two million
barrels a day be used. If you can't say anything else, say
you were tnld that thnthis net true.

CHATRMAN HALLANAN: That doesn't give the anawer to
it.”

MR, RUSSELL B. BRGWN: No. I am trying to get an
answer. |

MR. ERUCE K, BROWN: Late in the war, if they build an
air force as big as the World War II air force, all huilt out

of Jjet planes, except a few tranaports, jet planes use five
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times ag '@eh_ as the other type. We used _500,006. barrels in
the lnat year. 5S¢ we use two ni-llicin and & half barrels of‘.- '
fuel a day vhen we get t.hou planeu all running._ It i's"‘:'nn--tha.t
basis plus the aasumption that we get 1:Lclud nearly everywhere
that we are going tc be two million bmeln a day sho:t-'t.
HR- RUSSELL B, HBROWN: What bothers me is if we
get into war today, -prnbah_ly"’n .ha..va enough for cur 1ﬁdustr3.n
icbivities, which are running fine todsy. The minute you |
-get Into war avex-ything is etepmd- uﬁ._- That doesn't mean .thiit
you need this o0il for shooting bunineas‘, for planes, but you
need it to build yourself, to build the materials that will
puild the things thnt nake -~ _
DR. WILSONt It doesn't take 'nmh‘guolim for that,
though. | -
 MR. RUSSELL JB'.- BROWN:1 I am talking about oil,
MR, BRUCE K. BROWN: We have done rthe hest we cauld
on estimt_cs. - Again it 15 the same people who figured 1t aut

in Werld War &;r stuart CGJ.emn.n and some of his a.uochtel.

" We have done the best Job of oxtra.palatian we could to include
the increased use of Deiaal fuel by ra_ilraadn } increased number
of motor vehlcles; we have tried to get as realistic a

valuation of essential civilian demand &= we could.

Incidentaliy, our rigurea, our studies, amf”' ) f
mnore uevore than the oneg we a.asume in the r1;--t-~ )

' MR. RUSSELL B, BROWN: May I ask m. z am trym&,go
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get this clear because it comes to me so often, what you are
talking about now is above ground reserves. Are you tryiﬁg
to say that we don't need any excess capacity to produce?
I want to get that clear.

MR, ERUCE X, BROWN: I haven't been talking about
reserves at all. |

MR, ﬁUSSELL B. BROWN: That ig what I thought.

MR, BRUCE K. BROWN: Let's gq,baﬁk to what the other
fellow said. He said we would need two million barrels a day
more petroleum than we had in sight, or could produce today
in the event we.got into & mejor war. He was taking into account
oivilian use and military use., It didn't have anything to do
with reserves except that blind-and-full-of-faith assumption
that we can keep on producing at the rate that we are producing
now plus a reasaqnbie increase. |

MR. RUSSELL B. BROWN: The interpretation I put on
that, not fryins to argue, but to get myself clear, was that
what he wanted was two million barrels of oil available,
produceabla oil, not neccuuarily'in atoﬁnse above ground. I
din't interpret 1t that way.

MR. BRUCE K. BROWN: Two million barrels a day.

MR. RUSSELL B. BROWN: That ie what I am talking about,
produceable. That would mean in the ground.

MR, BRUCE K.  BROWN: I think he did mean that. Please

don't misunderstand me. I am not arguing against the desira- _
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purchases of light and fast planes, and pursuit planes, and
inerease their B-36 purchases. Waaﬁ't that right?

DR, WILSON: It was the bombers, I think.

MR. ﬁRUCE K. BROWN: They weren't changing one
bomber to another. What they were doing was concentrating
their fuds on long-range bombers. The eignificance wasn't
& shift from Jet to intermal coﬂbuiion eﬁginga. They aiﬁply
wanted to get some more bombere, | |

DR. WILSON: But they did cencel a lot of short-range
bombers and replaced them wlth long-range bombers using o
compresalion engines, as I read the article.

CHAIRMAN HALLANAN: I think, Mr, Brown, this has
" brought to a head here a very important matter. I am véry
happy that you brought it to the attentlon of the Council so
it might take us scme step at least to offset that erronecus
1mpreaaipﬁ:ibout the two million barrels, because 1t has
taken roat. We ran into it everywhere.
Eﬁwwwm;ﬁa{;;fwﬁhkaell Brown, are you now peady to present the
report of the committee on ?etroleum Industry Steel Requirements?

MR, RUSSELL B, BROWN: Mr. Chairman, the Steel Commitsec
doesn't have a report as such. After the Council enlargéd the
scope of aﬁr responsibilities, we had hoped to have a meeting
with the steel task force, I believe they c@li‘it, or task
comaittee, for the purpose of exploring our possible situation

with relation to steel. We were promised that meeting mome
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bility of that. I am merely saylng, Mr. Jacobsen said it
better there in a sentence than I said in ten mimtes, that
it isn't so, that when we go to war on Monday immedlately we
have to have two million barrela a day more fuel than we
lmow where to get. It isn't so at all.

MR, RUSSELL B, BROWN: I quite agree with that,

MR. BRUCE K, EROWN: It isn't so for years.

DR, WILSON: And further, if we c¢ould get the military
to build this storage so we could start rationing the first
day of war and take care of mome of the surplus we don't need
for war purposes and take it away from civiliana, it will
poatpo;? the day of shortage that much longer. The one thing
" the mllitary should do and can do is to bulld a lot of storage
| for use in the eventrof war to be filled up from rationing in
the early:diﬁa'of war when you don't need it for other purposes.
, I don'f lmow whether Mr. Brown will feel free to
comment or not, but I would judge from the newspaper recently
eéery cancelling of a lot of ordere for Jjet bombers and
replacement with bombers that will use high octane compression
engines, regular engines uéiﬁg high octane gasoline, that
possibly the phift to excessive ebnsumption of jet fuel with
its attendant range-reducing disadvantage, may be stemmed.

MR. BRUCE K. EROWN: T would like to have enybody
here correct me, but I think, Bob, you misread the article.

I think what 1t said was that they were going to reduce their
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three or four weeks ago - I belleve 1t wasAﬂr. Priedman - and
Shen that was cancelled ep-wer, 5o we didn't get the meeting.
A8 a matter of fact, we never got the meeting until yesterday
afternoon after four o'clock. With that in mind, we felt as
a committee that there were certaln questions that we —
answer that would rezuire more time than we had and therefore
we would iﬁférmally report to you what wve did yesterday and
later on we hope to be able to make a more compiete report

on the new aseignment of respcnaibilities which the Council
hae given us.

| The committee met January 12 to coneider 1ts enlarged
asslgnment purasuant to the request from the Secretary of thé
AInterinr to study the probleme of shortages, exportation, and
maldistribution of steel meterials in so far as they relate
to petroleum and to report thereon with such recommendationa
ag to the Cunnéil mey deem appropriafe.l
After 2 general diecuanion of the supply and dig-

tribution aonﬂitions 28 to materials in each branch of the
industry, a selected group from the committee conrerred with
representatives of the steel Industry and officials from the
Department of Commerce and the Department of the Interior. This

conference had been arranged by the Department of Commerce ﬁo
| explore the possiblities of improving the supply pituation as
to tubular goode, including both oll country goods and 1line

pipe. The results of a recent survey by the Commerce Department
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between majors and independents, 40 per cent going to inde<
pendents and 60 per cent to majors.

There was last year used in this country 1,500,000
‘tons, substantially. So the survey we had covered 275,000
tons, or about 18 per cent of the total used, or about half
of the steel that norﬁilly goes to the independents. Our
queationnaire didn't 2o ta the majors. Only +0 our members.
We got baok, as you will see from this large chnrt,ulahle
reports from 249 cperators, whioh showed that during 19#;
' they received 92 per cent of their supplies throush r-gulnr
sources, which are the distributing companies and directly
with the mill, Eight per cent of their pipe used was through
gecond-hand. In 1948 it&iﬂgz;fi;on changed until they received
oenly 61 per cent through the regular acurces, 12 per cent from
the gray market, 11 per cent from sacond-hand pipe, 9 per .
cent from conversion, and 7 per cent from tie-in sales. Tie-
in sales are  where they give up the call on their oil for
steel and such as that, | |

Then we broke that dowm a littie further and took
of thq.g#g.opematora, we broke it into raﬁr sections. 104
opsrators used 200 tons or leas a year, 96 operators used 201
to 1,000 tons, 39 operaters used 1,000 to 5,000 tons, and 10
operators used 5,000 and oqver tons. |

Of the 104 operstors using 200 tona or less, in 1948

they received only 42 per cent of their steel requirements
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much As We have been, we pvtill believe that evarything we
/Ww,g,!) /_jZf'f g Mo rq Tl J-l,»'
have asked fogdnhould be givan to us and bhat during that time,

as a continugus part of our program, we should consinuesto—
) ot
. re-survey and bring up to date Ghe factual material.about—ib,

I ‘hope that Hr. Krug and the division will not get
MZL@%CW gc;ﬂ P bw&{‘ﬁ
the impression,-erf® Mr. Friedmen has been so earnest im thiqﬁnﬁﬁﬁ_

that as & councll we are letting them down. M=ty
I can uncerstand he felt that becaure thefe was some indi-
vidual expression that "this thing 1z all right, we are getting
éll the ﬂteél we need, and why worry about 1t?" In that
connectlion, since it was our assoclation that requested this
enlarged reuppﬁaibility, I think we owe 1t to the Council to
glve to you what we gave to ﬁ‘%&mittee yesterday, which 1is
& report of the information we have oﬁtained on which we
bazsed that request. If at this time I may do that as a repre-
sentative of the Independent Petroleum Aseociation, I would
like to do it. I have put 1t up in < é)‘uform.

In the middle of December, in order to be sure
about the situation - we had heard so much complaint about the
steel from the producers, in order to find out what was what,
we seat out a queationnaire to our members. As a result of that
questionnalre on January 5 we had recelved back several anawers.
As & matter of fact, according to ﬁhe gteel pipe manufacturing
and distributing companies, the use of oillcauntry goods was
divided about 60-40, I think that is the division they make
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were presented. This survey showed the following situation
regarding the oufput of tubular goods., In o0il country goods,
that 1s, casing, tubing and drill pipe, the tdta1'19h8

'praductinn‘was 1,874,000 tons. The planned production for

' 1949 1s 1,803,000 tons. The estimsted capacity for production

in 1949 18 1,845,000 tons. As to 1line pipe, the production

An 1948 was 2,202,000 tons. The planned production for line

pipe for 1949 is 2,553,000 tons. They have an estimated capacity
for 19#9 praduction of 2,675,000 tons. | |

The above risuras cover integrated and non—intcgrated
mills, including both members and non-megbers of the American
steel Institute. In that connection we had been using figures
figures given us by the American Iron and Steel Inntitute;
which were somewhat lower than these, but this'nurvey made by
the Department of Commerce covered mills that didn't apparently
report to that inptitute.

The figures, therefore, are greater than those
reported by phe members of the Inastitute. In addition, the
figures include conversion pipe where ingots and blooms and
tube rounds have been purchased and arrangements made for
furﬁhsr processing into tubular goods, The reprepsntatives of
the steel industry gave aasurance that the above volumes of
planna¢prcdﬁetion oould be made available in 1949 barrins.
unforseen circumstances.

The full aommitteé reconvensd and considered the



110

~information obtained by the special group at the conference
witﬁ the steel industry representatives. The planned outpﬁt
for tubular goods for 1949 was reviewed, and the committee
unanimeusly agreed that thls quantity of tubular goeds which,
in the case of oll country go@dn,‘ia approximately equal to
the requirements rccantly prenanted to the steel 1nﬁuutry,
-ang the Department of Commerce, s&%- Seoratary Krug, was
required and could be effectively used by the-petroleum
industry in its 1949 operations. In this connsction the
cnmmittee'rﬁcbgnized the vigorous and effective activities of
'the Interior Department 1n~recenh_monthl'1n urging an increased
supply of tubular goods for the petroleum industry.
| In view of the new information obtained as to the
supply of tubular goods and the eomhitteefs enlarged asaign-~
ment, the camnitt?e resommende as a part of its continuing
responsihilitéfié keep current the requirements presented in its
report on March 16, 1948, |
We heard the expregsion_this morning of Seoretary
Krug that from his information the committee had apparently
abandoned the 1ldea of pursuing this question of improper dis-
~ tribution and the necessity of steel, and the general feeling
that we had reached a poft where the situation balanced.

—

F=bhinik khat is not quite what the committee felt. I

am quite sure that

t the ¢ ? ralt was thlt there has
' F .-f e:tj "MJ"PH ‘

been some talk we may not be pressed as
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through normal sources, 20 per cent came from the gray mnrkét,
25 per cent came from the second-hand pipe, 1 per cent from
converslion, and 12 per cent from tlie-in dales.

The next larger group of the operators, but smaller
in number, received 55 per cent through normal sources, 16
per'cent from the gray market, 15 per cent from second-~-hand
pipe, 4 per cent fromrconveruion; and 10 per cent thraﬁgh tie-
in sales, | _ .

~ Of the 39 companies using from 1,000 to 5,000 tons,

they got 64 per cent through the normal market, 10 per cent
through the gray market, 9 per cent through second-hand, six
per cent through conversion, and‘li per cent from tie-in sales.

0f the 10 learger ccmpanies using 5,000 tons or over,
they got 63 per cent through normal sources, 10 per cent
through the gray market, lllpqr cent second-hand pipe, 14
per cent conversion, and 2 per cent tie-in sales.

So you see the larger, the stronger group got a
larger proportion through the normal market. Thaey had
to resort to the griy market {for a smaller proportion, but
were able to get a larger part thr»ough the conversion. As
thg slze of the company went doewm, they had to rescrt mere to
seécnd-hnnd pipe and the tie-in sales where in they gave up
their market. |

Mr. Chalvman, we have made a copy of this survey and
have submitted 1t to you and hope that you will study it
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besause 1t is & preblelh in which this cqmittee ‘a8 well as
ithe entipre Andustry is concerned. We as a cMittee hope to
have an eu-ly meeting further to consider the raapmsibilitiea
gim te us on aecaunt of thin enlarged uiignnent.

1 wmt hore ta exXpreass our very deep lppmiation
for the vigor-mu way the Interior Dopu-tmnt haw tried to |
assist us 1n getting that stnl. I hope thay won't. m:t we
ane_ going to let them down. Thank ;grau very mueh, Mp. Chairman,

. CHATRMAN HAI.I-A!WN Thank you very much, m-. n\-mm

Nr, Clark, who is the Director of the Ofﬁ.ee or

Industry Coopﬂ’!tim of the Dopartmnt of COmrcc, 15 here.
. Would reu sare to commant on Mv. Bmwn's rcpert? '

| MR. CLARKy I am Mr. Clark, Mr, Chairman. I find it
dirficult to hear back here, and I am not sure I understood
the question.

CHAIRMAN HALLAWAN: I invited any comment m# might
care to make in connection with Mr. Brown's sf.atamnt on the
steel situation. | | -

MR. CLARKt With respect to the aistributicn pattern?

CHATRMAN HALLANAN: The genemll.sﬁl_.::]ect. o"'a.éered by
him, | | | -

MR. CLARK: I might say we have worked with Mr. Briown
and the committee and with the steel people in this problem.

We met yestereday to go over it in some detail. We are W.Pml
for the presentation which the oll committee made . We are
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5t111 pursuing the subject and working with the Department of
lthe Interior to determine whether or not veluntary agrecmentl
15 this area ia necessary. i might'auy those delihirationg are
open. We have noﬂ closed our minds at all and are working with
thepe ptﬂpla,'
| I have one point which I think should be made here

at this time, and ﬁhat is that our ceriteris for enteriﬁg into
voluntary agreements seemad to relate themselves directly to

~ the oil country goods, mainly these three, Where thre_is ]
rather sharp upturn in the supply of the commodity for a given
1nduntr#, second where thé nupply is either near or approaching
the demand, and third, where the industry producing #ha
commodity taknﬁ thepoistion forcefully that it 1; nbﬁ going

to reduce ﬁhg;pﬁnmodity to this industry; When thqnthpraq
‘things ocour, usually we try'fo handlé.it without a formal
agresment. The oil aéﬁntry goods preaenfation‘of yesterday
seemed to fall in that category. I béliove there ﬁal gongrql
agracmiht that the staél industry had done quite a good Job

in sharply moving uﬁwqrd of the supply of steel. Second,

the balaﬁge is near or at least approaching. I believe Mr.
Hahn hed some figures there which were presented yesterday.

He 1s with my Depadttment. Third, the steel 1nﬂuntry.mide the |
statement clearly yesferdgy that they had no intention of
diminishing the steel products to this industry, but every

intent of contimuing them, and 1t was inoreasing. 3o when you
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have those three eriteria, the question is raised in our uind
as to whether a voluntary agreement in that particular area
1s or is not needed. We don't believe in government controls
except where the éontrola are necessary for the industry.

I don't want you to interpret these remarks as mean-
ing that the Department of Commerce has taken a fin31 pos1t1on
in ﬁhis matter. 7T simply wanted to point out those items.

' We are prepared to contimue our daiiberniions with Commissioner
Brown and with the gentlemen here from the Department of the
Interior. I don't want to talk too much, Mr. chairman.' You
have been kind to allow me to speak this far. |

With reepect to distribution, I think tha£ that is
an excellent chart and no doubt is based upon excelent criteria.
Thére is one question that we‘do want to inquire a bit about,
and that is that that raﬁreaenta, I think, about 249 out of
some 8,000 independent oil people. I think we would need td
.study Just & bit whether that is sufficiently representative
of the actual story. That conditlon is deplorable wherertha
prices are shoved up by that method and the gray market. We
certainly would join with you in deploring that situation. I
think it 1s not particularly common to %this industry, however.
I think you will find it true of a great many others. It is
a deplorable situation. Unfortunately our law dons not permit
us to get into the price end of the thing. We are prohibited

by law from getting into it.
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I want to conclude by stating that we have made no
decislon, and we will work with you. I think about half of
our ag:eemenﬁs are with thﬁ department of the Interior. We
have cooperated very well together.

CHAIRMAN HALLANAN: Thank you, Mr. Clark,

Mr. Hahn, do you have anything to add to what M#,
Clark has stated? B

MR, HARN: I think Mr. Clark has stated it very well.

MR. FRIEDMAN: I would like to ask Mr, Clark a
question in érder to raliéve my own mind., I disqgsaod the
matter with Mr. Hshn this morning ag to his views as to what
had happened &t the meeting yesterday, and'the ceclsiona that
were reacheﬂ. in order ﬁhut I might be able to report with
a fair degree of ancurany.to the Secretary. As I understand
1t, 1t is the Office of Industry Cooperation's understanding
and 1t was that of the steel industry that no further action
would be taken in this matter until a new survey had been
made of oil Industry needs, I would be very regretrql ir
that were so. I don't think there is time to do that and
enter into an agreement hefore the Itw'expirea. Could you
enlighten me on that, Mr. Clark?

MR. CLARK; I don't know that I could state with
any fi;mnean at this poiﬁt ny recollection on that, but I
think it is aubstanti#lly correct. The flgures Indicated that

the differential between maximum capacity and ocutput was
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something like 122?090 tone. 'That is 1ine pipe. I belleve

also that we agreed that the committee would continue to work

to see whether or not we could get the production up from

that 122,000 tons of line pipe so that we could inorease

that and bring it up to the maximum oapscity. There was

some question, I think, about the 3,700,000 figure. That

figure, 1 believe,'is a figure of the Department of the Interior,
and is not a figure of the Department of Commerce. At thle

| time we do not wish to question that question, but I helieve

it was the expression yesterday of the oll people and the steel

people that possibly another lock~smee at that pilcture would

 be necessary in order to determine Just where we stand as of

today., I think we would like to look at that figure a bit

further now, that 3,706,000. I would say, however, that the

122,000 differential leaves us something really to stick our

teeth in and oee wheﬁhur—we can bring that up to make that

tonnage avallable to the steel 1nﬁustrw. I want to assure

you that the Department of Commerce will work with you com-

pletely in an effort to try to get that done.

Do you have any other question, Mr. Friedman, along
this line?

MR, FRIEDMAN: ¥No, I don't. The only other question
of course was the one we discunsed yesterday, as to whether
the steal 1nﬁustry vwould hg wiliins to enter into an agreement
to do what they hoped to be able to do, and I gethered that



119

that was extremely doubtful' | |
MR. CLARK: I think the steel industry, s':,x-,_toolc
no position on that, no ericial posifion. We¢ were not rtadyl
to make recommendations on an agreement at this particular
meeting, which was exploratory. I beliéve the steel 1ndustry
took no position one way or another on this., I have stated
to you some of the criteria that I think are necessary for
an sgreement. I think possibly top policy-wise we might want
- to reviaw that futher, and I don't want to apeak for the
Secretary of Gummerce on that point, but 1t would appear thnt
in oil cauntry goode from the figures we have, ir 1t ean ba
z:l-mwn to the contrary, we would be perfectly willing to have
1t shown ~ that we are moving ver& near or will be soon, &
pretty good balance in that, and if the 1ndustry tells yoﬂ
they are going to continue, then it seems to me you would
want to question a voluntary agreement. I will say that at
any‘time the Industry does not live up to that understanding
’and you begin to go down again unﬂer'thgt, I would certainly
want you to come over and present that problemkaOluso we
never close the door on an agreement.

- MR. HILL: Mr. Chairman, I have listened with-gfeaﬁ
interest to the discussion concerning oil country tubular
goods. I have listened carefully and have not heard any
disoussion with peference to the maldistribution or the

‘equitable distribution or otherwise, with reference to line
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pipe. I ﬁresume that Mr, Friedmesn and Mr. Clark have some
notiﬁn about what has been cocurring there and slso the .
methods by which a voluntary ngraemnnﬁ or othérwise, that Impen-
etrable barrier, could be penetrated. I would like to hear
pome discussion as to what you have iearned factually with
regard to that and what Ideas you have about its aolution.
IR, FRIEDMﬂN: The poeition thet we have takeﬁ,'Mr.
H111, 211 the way through after we had the report from the
National Petroleum Council as to yoﬁr requirement, your
requiremente for line pipe belng conslderably above the
capelty of the induﬁtry to preduce,‘waa that we should gét
an agreement from the steel industry to supﬁly steel to all
fabricatore of usable line pipe to the full extent of their
capéqityf The Department of Commerce has mede & survey of
capacity and of production. They have found production to
be far higher than had been expected, and they have 2lso
found that pldns for next year for preoduction of line pipe
come wlthin about 1C per cent of maximum capacity. T think
- maximum cap&cit& is in the ranga of 2,400,000 tons & year and
the anticipated production will be 2,280,000, It is in that
range in any event. However, in as much as the approach to
capacity is so close, and ae Mr. Clark has pointed out, an
agreement would do nothing, at leest 1n the view of 0IC and
the steel industry except to amsure performance of what they

have already undertalken to do, that there 12 no occasion for
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a_vo;untary &hraemant on the subject.

| ~ Prankly, werden!t feel that way. As the Secretary
stated this morning, if this 18 going tb be done, one should
be willing to agree to do it, and it provides a@surance to
fhe petroleum industry that no other programs will interfere
with the accomplishment of the line pipé-progrnm.

MR, HILL: BO0B, you missed my point, I am afraid.
Did you find out how much, if any, of that would be available
to the petroleum industry this side of 19547 |

MR. FRIEDMAN: All of it, as I understand, George,
is for the petroleum and natural gas industries, but 1t 
will be distributed acocording to contract.

MR. HILL: HNow you are getting down to what I am
talkking about.

HR. RRIEEHAE: I think that 1a what you asked. A
good deal of 1h, although & fairly small proportion as I under-
atand, of the total, is, of course, conversion pipe. That 1s
true of some of the lange mills, but of the integrated mills
very little 1s conversion. It is distributed on a historical
pattern to established cuastomers, on a regular contractual
relationship basis.’

MR. HILL: Did you find what that percentage was?

MR. FRIEDMAN: I think the steel industry, and I
wish Mr. Clark or Mr. Hahn would correct me, sald they thought

the conversion factor was about 10 per cent of the total pipe
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MR. CLARK: That is »right.

MR. HILLt How much of it is available to new and
developing induntry requirementa? How much of 1t 1s contracted
in total qunntity up to 19547 1In other words, how miuch of it
is free of contract commitments this side of 19547

MR, FRIEEHAH:I So far as T know, not a ton.

MR, HILL; We are getting into momething in whieh
I am interested. . .

_ MR. FRIEDMAN: Mr. Brown or Mr. Clark may be able
to answer that more scourately than I, but I understand most
of thp mills are fably well comaitied for some timejto come.

MR. RUSSELL B, BROWN: I have no figures on that.

My understanding 1s that it is committed, but that isn't based
| on a survey. So I don'T know,

DR. WILSON: One questisn I have with regard to
those figures that might be slightly misleading 1f we didn't
thoroughly understand it. Maybe Mr, Brewn can answer it. The
bis‘reasan the operators using 200 tons or leﬁa have & low
pcrccntdgc'rrén regular suppliers is that they have a high
percentage of second-hand pipe. If you lock up above you ﬁill
see that the percentage of second~hand pipe was about the
same. It only went up from 8 to 11 per cent betwesn 1941 and
‘19%8. I:n't_it préblblc that those small users who are probably
mostly those drilling shallow wells always have used a large



proportion of second-hand pipe historically. In other words,
that that 25 per cent ien't partiocularly abnormal for that
group., |

MR, RUSSELL B. BROWN: I think it waen't true in
their survey. It wasn't reflected in th& survey-we'ﬁndu As
a matter of faot, it showed the 6ther. Have you any opinion
on that, Mr., Jameson?

MR, JAMESON: We didn't break the figures down for
1941, Mr. Wilson, but in the report, the detalils show that the
8 per cent in 1941 #pplied.pretty mich across the board
regardless of size.

MR, !ILL: I would like o say the queation we were
on was not the question of tubular goods used in oil country
operations., It was.the line pipe question that I want#drmr.
Brawn and Mr. Clark to discuss. |

MR. ROWAN: I want to discuss tubﬁlar goods and
George wants to disocuss line pipe. I don't want to interfere
with your discussion.

MR. HILL: I merely wanted to have Mr. Brown to have
the oppnrtuhity to address himself to that.

MR, RUSSELL BROWN:  The comaittee as such, Mr.
Chairman, has not made a survey cf the condition as to the
coﬁmitnent- for future delivery of pipe. We have only cen-
cerned uu:nelvcl with the requirements up to date, and we have
not yet had an bﬁportunity to go into this guestion. I don't
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know whether the committes expects to or not until we meet
again. I;ﬁf,'z‘ﬁ“!‘iﬂ‘&_l ‘the information that 1 get in answer to
M, Hill's question is 2 ":pnrs"t:mi ¢ne, and that _m'm'nins |
from our contact with the people who are trylng to get pipe.
Aimost without .éﬁne_aptim my momtim 13 that commitments
run threugh 1953. | |

MR, SUMAN: Didn't they brine; out in the mesting
yeutmm;r thers wasn't any great crisls on ail line pipe |
dmghicallyf, but the shortage was of gas 1ine pipe?

| m,, RUSSELL B, BROWN: The main préarmre is on gas
pipe. | ' 7

MR, SUMANF Y thought thero was a. diatimt; atatmnt
them that there wasn't any pressing neede that nreren*t being
f;mu. for pil 1ine i’i:peg-

MR, RUSSELL, B, BROWN: T think there was very little
complniﬂt rrum the inramtian given yesterday. There was
mtmtl;r pmnm on gas pipea B _,,’ |

. CHAIRMAN MALLAWAR; Mr, ;:bayids.én, Ag—aiutmt,,fsggretw_r
of the Interior, has taken a very sctive past in the steel
ﬁitaatieng and I think perhaps you will have 'ﬁbp\é quest Lons
you want to aul: or a stiatement tzo mm:e. | |

MR, GIRARD C. DAVIDSON (Aniatzant Becregm of tha ,
Interior): There were a couple of questions I waated to ask
Mp. Clark about bhe voluntary sllccation law. It is my unter-
stending that that law expirea -some-t.;_t‘m_wmq. In :éhﬁt net
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¥R, CLARK: Public Law 395, Mr. Secretary, expires
February 28. N@w legislation 1s now in the mill to continue
the voluntary agreemeﬁts program along with other programs of
that naturs. I cannot speak with relation to future legis-
lation, buﬁ would like to speak with relation to Section 2 of
the pfesent 1aw, which provides that for six months subsequent
to February 1948 agreomaﬁti entered into prior to March first
may be continued and shipments of steel may be made and
continued by the steel industry, but it is predicated upon
having the agreement fully signed priocr to March first, having
the publiq hearings concluded, and‘beturned to the Seoretary
" prior to March first. That is the legal interpretation of
thnt_point¢ :

MR. DAVIDSON: That ia the point I wanted clarifled.
Therefore, if there 1s any agreement to be in effect subse-
quenﬁ to Pebruary 28, it is necessary to enter into one prior |
to that time. |

MR. CLARK: I didn't hear your last statement.

MR. DAVIDSON: I say if we want any agreement to

last beyond February 28 under present law, it will be necessary

%o have one prior to that time.

MR, CLARK: That is correct,
__ MR. DAVIDSON: And after February 28, if the present
law stays as it is, there will be no further authority in the



Department of Commerse to make these voluntary agreements.

MR. CLARK: I would say that 1s substantially
correct.

MR. DAVIDSON: It was for that reason, I might point
out, we felt if you gentlemen needed a voluntary agreement
for yauf industry, we should go to work now and try to get
one pricr to the expiration of this law,because if we walt
until after Pebruary 28, if you no lenger are getting the
steel, and the Congress doesn't enact additional legislation,
you will be out of luck for the_renaining g#ix months.

Aa you know, we in the Interior have felt thet
we do want this indusiry supplied with its essential require-
ments. We feel that it should be done before a great many
other relatively less essential uses, although we have to
work feeling that the steel capacity of the country shouid be
increased sc¢ that we will'again be able to do mvray with the
gray market situation and the other problems which are involved.
We don't like allooatlone. We don't like these controls either,
but we feel there are relative degrees of essentiality and
that the petroleum industry is entitled to get this pipe and

have some amsurance from the steel companies that they will
get 1t., Therefore, I would hope, Rlthough it 1s up to you,
that we would go on and get a valuntary.ngreemant.

There was one other qﬁestion I would like to know,

and that is whether the steel companies have now agreed to
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supplj ﬁon—integratod companies with steel to make 1line plpe
az well as integrated as they originally 1nd1qat¢d?

MR, CLARK: I don't know whether 1 can speak with
accuracy on that, Mr. Seerstary, but 1t 1s my understanding
that some steel is now'being ghipped, and that within this
122,000 definclency-~I say deficiency, I mean mnximum capacity
as against estimated 1949 production--I think most of that -
would be in the non-integrated fileld. Some of these imills,

I understand, are not‘prepared\to mamifacture the kind of
size of pipe and apecifications that the petroleum industry
desires. Therefore, there 13 some question as to how much
of the 122,000 can he actually produced unlese thoge speci-
fications can be met and unless the sige of the pipe and
so forth can be arranged for,
DR, WILSON: But the amount going to non-integrated

mills 1s substantially_higher for the coming year than it
has been in the past and they have pledped themselves to that,
as I undexrstand it.

| MR, CLARK: Yes, I think that is true, sir. I
would like to make one other comment, Mr. Secretary, i1f I mey.
Kot in contradiction to jnur position, you have stated it |
very well, and your interprntétion of this law subsequent
to Pebruary 28, ag you have Juet stated to the group here,
1= acourate, However, subsequent to February 28 these are

merely unilateral requests, meaning by that the Secretary of
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Commerce requests cach one of the individual producera to

gontinue to let the steel flow. That is about 211 he can

‘d0. He cannot shift tonnage between consumers. We canmot

| reallocate, We can talke no action whatsoever under that

unilateral request. It is & status quo proposition and

merely ocontinues as you find yourself as of ;hq date March

- first, We have very little authority beyond that other than

merely to follow through end see what 18 happening. We don't
have the same authority we have prior to March rirst.
MR. DAVIDSON: I thini that question 1s answered

. new.

MR. SUMAN: Our understanding 15 that ocur cqmmiftea
voted yesterday we didn't want and didn't see the need of
any voluntary allccation. Unless ydu.want to over~ride the
deliberations of the committee, I think as far as the eoumittes
ie caneernéd that has been sattlcd{ They went into it in

great detall and decided they didn't need 1t at this time.
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MR, HILI: Mr. Chairman, please excuse me for being
persistent, but I have been detoured from my question, and
rrom_the'anawer which I desire to 1t, which I think is of
gfoat importsnce.

I would like to hear from Mr. Clark what his studies

reflect in referonce'to the maldistribution or otherwise of

l1ine pipe, and whether or not any of it i=s avallable at all

prior to 1954, according to Commerce Nepartment studles,

MR. CIARK: I believe Mr, Hehn can snswer, the Chief

‘of the Petroleum Nivision over in our office.

MR. HAHN: It 1s'my understanding frﬁm discuselons
with the steel pipe producing mille that their full capacity
is spoken for and under firm contract through the year 1951.
3p thepre is no ﬁatter of allocation. law 395 does not permit
cutfing across conﬁractual relationa; Therefore, we have to
have other legislatlion to permit us £o operate on any alloca-
tion program, |

The mills hava.aold.their capacity. It is on a
project basis. 011 company goods are out of the hopper and
come and get it, There aré contracts, of course, for large
amounts of it, but it is not contracted the same way.
| The booke ere opened periodically, and they ars for -
other steel products. But in the case of line product, thgt is
not the fact{ It is contracted for.

MR, HIIT: It Iz your understanding that that obtains
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only through 19517

MR. HARN: Some of them beyond that. It depends on

whet mi11 1t 1a. They vary.

Some of tlem accept contracts for longer periods,

but most of them, I think, ae cmﬁletoly 801d through 1951,
Our‘ekporience is certain in that partioularraraa where we had

{_tha problem of line pipe for a natural gas line to the Atomic

' ﬁnergy Commission. When they came to-sacure an allosation of

"an allotment for that, it wae very diffucult for the reason

that all the mills were sold.
It was & matter of whose project was to be set

aside. 8o I think you will find that 1t will de very difflcult

't o secure any allotment or allocatlion basis other than through

new legislation, and that would be of a very drastic type,
CHAIRMAN HAIYAKAN: Mr. Wsrren?

MR, WARREN: Maybe I don't hoar right here, but I

_am abaolutely altoundad if both of thase departmontu are
s saying that the doar to an indeponﬂont 011 man is abaolutely
:jelosad until 1953 to get .some gas line. Js that what T

" underatand to be the case, Mr. Friedman?

MR, FRIEDMAN: As far as I know, as Mr, Hahn has

 ¥§&1&, and I must say Mr Hahn is much more an suthority on what
;_'ﬁhe ntbe] mills are doing than I, thare is no opening for

V-flargo diametsr pipe until 1951, I baliovo he sald.,

MR. WARREN: In other words, the 1ndapendent man
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who hasn't a contract hasn't a chance in the world of getting
it |
| T MR. RAHN: It would be pretty difficult. Y:u héﬁé
o know somehody. (Taughter.)

MR, ROWAN: My understanding as to the smalief aize
pipe was that therse would he smaller slizes of line'pipe.
avtailahle, and that the output would be increased.

M. HAN: Yes, Thev will try to do that. That does
1ot anply, és T undarétand it, to ol esuntry tubing. They
5all thalr product every quarter. They opan thelr booka
ovary guarter. It was not my understending that thé commlit tee
ULE gbing to abandon this project of trylng to get additional
steel for the oil mduati-y. Tt wes my understanding that
‘we were going to stand by the figures tlst we submitted to the
Interior ™apertment as our requirements, and see if we couldn't
set those commitments, and that amount of steel delivered to
us 1f we needed it.

As to reaxamining those figures, if anybody

questlon= them, then we said we would go back and make a
reexamination of them And make & restudy of the situation, and
see what 1t lcoked 1like.

Public Taw 395 waa passad with a reamhle which states
that 1te purpose 1s to stop inflation. When you have =
situatisn like that which you see on that chart, which T know

. existas in oil country tubular goods, where you have to go
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into the gray markot and buy pipe at an exorbitant priee
or have to ga into conversion, that is inflationary.
The converaion is something that probably helped

-the o1) industry to get over this hump and to get the

balance of supply with demand.

I think those companier that have gone ints converaion

- are to behighly complimented for doing so, but this business
- of letting your product get into thehanda of people who are

. .not in theoll industry, such as band leaders and people like

that, and then letting them sell it to the oil industry at
two or three times what the list price on 1t 1s, ia wrong.

there are only fivs or six mills that are making

2308 country tubular goods, and they distribute 1t through thelir

01l country repreaontati?ea, who have officea in the o1l

country, and know every oil men in the bulinosa. All we ask

them to 40 1s to sell thein praAucta in the country to the ,

" wen who is nltimetely going to use it, and put it in the ground

in an ol} well,

They can Ac 1t valuntariiy. You_don't need any

'iaus If they would Ap that; you would stbp that gray market

alness,
| CHAIRMAN MATIANAN: T think we &0 need aome

clarificntioﬁ, perhaps, Mr. ﬁraﬁn. fromyou as Chairman of the

'Connittoe'wtth respect to the matter of whether or not you

o ihould'go‘fbrwnrd with any purpose of having an allocation
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agreement under rubllc Taw 395,

Secretary Navidson and Mr. Clark have had this

l'aiscuasion as to when such agreement had to be uede to comét{gf;
-~ within the prsvlsions-of_tha existing law, and Mr. Sumen's

- gtatement iy that your commitise un yesterdaey did ag?ee that
8o far as the potrcleum industry 18 conedrned, we did not

desire to enter into any allccutlon agreement .

MR. SUMAN: They dlidnt't vote on that.

CHARMAN YATIANAN: I think the watter is in & position

. here now where we must have some clariflcation so we will know

what our position is, because I belleve time ls runnlng oug

01’1 U3 .
¥R, RUS%EIL . BROWN: As A metter of fact, what
¢ ,,{fj,g'i/{,{i—'»"@ ’5 (A7 v A ﬂ i ‘U‘ £ ; i L, S I, f o,

happeried sm~that gyestendays-as-I-@gxpylainetd, we met at three
otelock. We had a meeﬁing with the stegl p=2opleat four
ofclock.

We Adidn't have time tou go into a full discussion to

sattle a question og important as whether or'nnt we should deman:

what type of agreement. We couldn't ask for an agreement

unless we could clarifly the typeq?ﬁaﬁﬁhmayuwifkﬁhﬁﬁéﬁgﬂ
Therefore, you wers in érror as to paszing on that.

what we 414 decide to do was not to take action last night on

the questicn of agréement, but to sténd hy the fipures

we had prosented as belng the amounts we requirad, that the

item presented by Zecretary Yrug to the Nepartment was the 1ltem
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148,

we falt siSUIt<he correctedk

They came back at us and said they were going to supply

- that. The well-known question of whether they are going to do

that or not will determine largely whether we-havgito have an

- agreement.

If they are going to do 1t, many of the folks say,

'why not agree to do 1t? But we have not passed on that, That

is our next job.

CHATRMAR HATIANAN: I c#n understand why there should.

.be confusion by the Secretary of the Interior as to what our

poeition is on this matter, whether they should go ahead or
whether they shoula abandon thelr effort to work out this |
agfeémentf | | |

MR. RUSSELT B, BROWN: As I understand 1t, the steel
committee has never made a recommendation oh the question of
agreements .

CHATMAN HAITIANAN: I think the record should be

-eorrected to show that.

MR, RUSSELI B, BROWN: We never had any authority .

to pass on that question. The olly question we had was the

| question of demand, and we were recently given new authority

to explore that furthr, which we have not made a report on.
Is that clear?
™R, WILSON: May I askk Mr, Brown If he got any light

on this question of how the steel does get to the bang leaders,
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and whether the steel companies are making progress 1n stopping
the't Alversion?

MR, RUSSEIL B, BROWN: We have not made any progress

'in stopping the diversion, and we have not found out how it gets

to them. The préposittona I have had here in Washington are
amazing. l

The girl friends of some of the fellows tell me they
could get enough steel to furnish s market.

MR. JACORSEN: How do you meet the girl friends?
(1aughter).

MR. RUSSEI] B. BROWN: So it goes. I don't know |
how far that has gone. I don't know why 1t has been permitted.
I just know 1t exists. That 1s all. We find it. We haventt
had & ehance to explors where that comea from.

As a matter of fact, on this question the committee
have béen in sesaion, I would say, only 12 hours.

CHAIRMAN HAIIARAN: .What 1s the position of thies body

today with respect to pursuing this matter with the Department

. of Commerce on the basis of an allocation agreement?

MR, RUSSEL1 B, BROWN: We would 1ike to have instruc-

"tions on that. If you want the committee to explore that

"~ further, that is what we would'like tc have you say.

CHATRMAN HAYIAKAN: It seems to me that ls what
is left in mid-air.

ME. RUSSEIl B, BROWN: I think that is true. It is
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in mid-air, and 1t lsn't fair to the Interlor DNDepartment to .
leave 1t there. |

DR, WILSON: But we have given the committes authority
'to pass on that, and 1t is up to them, They don't need
instructions.

MR, RUSSEYI. B. BROWN: The commlttee, @as I =ald, have
hpf had a chance to explore that. All we have done ia what

T snid a while ago: that we recommend exploring that question

immedistely,

ME. W. ATTON JONE3: It seems to me you need
instructions on whether wa‘nhould aak for a voluntary agreement
unless the committes should express an opinion.

T think, as somebody polnted out, the real force
and effect of these voluntary agreements expires on the 28th
of February.  There 18 certaln moral suaslon and status quo
nondlitions that prevall after thal point.

But it would be very helpful, I think, Mr., Chalrman,
1f Mr. Brown's commlttee could promptly express themﬂejvas
on what they want, and whethor they think 1% 1s worth while
t0 aak for & voluntary agreement with respect to this
mattqr.

CUATRMAN HATIANAN: I think we owe it to the Mepartment
of the Interior to give an expressiocn of what our view 1is.

MR. FRIENMAN; I am sorry to take so much of the

Councilts time when we are rumning late, mt I wonder 1if that
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is a question that really is before Mr. Brown's commlttee,
The request that was made was for a statement as to

the amount of steel that the petroleum industry needed to meet

~certain stated requirements given by the Nepartment of the

Interior,

Based on that, the Nepartment of the Interiorhas

~besn trylng to get voluntary agreements through the Department

of Commerce from the steel industries. These agreements do

not Iinvolve directly the petrolsuwm industry. They are

““agreements that a stated amount of steel will be made avallable

to varlous fabricators of facilitles for the petroleum industry,
such as tanks, tankers, pipe, or what have you. ‘WB have slready
gotten, I belisvw, four agreements, four voluntary agreements,
enteread into,

I didn't know there was any question about the

desirability of getting agreementa on the rest of the i{tema

-in the bill of goods you said you wanted. We have pursued it

very aggressively. The Secretary made a personsl Plea for
such an agreement from the steel products advisory committee

in November. It was my ldes that we were following that

~Presentation up yesterday.

If the Council now feels that thesre is some question
as to whether or not we should continue to press for an
agreement, I think they shoul tell us so promptly, beceuse

until they do, we have no choice but to go shead. I am afraid
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- we will go shead unsuccessfully unless we have the backing

'and the views of the Csunell.

As Secretery Krug sald, it is our feeling that If

the steel industry 1s willing to say that they will give

80 much steel for fabrication intooll country goods and the

1ine pipe, they.should be willing to put it into writing and,
Mr. Jones, that goes not only to the 28th of Pebruary, but the
agreemsnt ltself will be legally effecﬁive for elght months
thereafter,

S0, it 1s elght more months, and not just a few
wesks . } |

MR. HIIL: Mr. Chalrman, Iin my Judgment there ia
another alternative to the aocompliéhmgnt of the voluntary
agresment under the sxlsting law, and ss far as I am concerned,
I think it is & far more effective alternative: %w‘

d‘A“

I think bothf&ntsrior and Commercefmte interested 1n

{‘}I‘l’*

the statlistlcs of what thia pipe situation is, and I think that
the force of considered opinion by the Departments and by

the 1ndustry of a situation that creates and permits a situation
/’9/5’\/ el C;{gq_ wﬁ/‘!ﬁv&»ﬁ»\ ‘el
of mald atribution is one that the intelligence and fairness of

this 1ndustry are fully able to cope with when the facts are
w@‘iﬁﬁjwauéf #
known, and particularly if the facts are detarmineéﬂhg an &

lmpartial study from either Gommerce or Interior, or both
acting together.

I want to 11llustrate that by this statement of fact:
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*ﬁhut picture with reference to oil country goods, which is
mtﬂ 0[);’)"2,4(_,@15‘!’33“ ﬂwmﬂtft
deacribednas 8 traglc picture, is a8 beauéifu] pleture

compared with the situation that exlsts with respect to line
pipe. I mean by line pilpe, Bob, not line pive of large

Almention. I mean four-inch, six-ineh, elght-inch, 12-3/4
=2 Wy
inch plpe, to the same aegregﬂin 20, 50 and *0U-inc¢h pipe. You

have & svatem which now exlsts in which the books are opened;sﬂ
ﬂt,g Batteird 5y, . ,,41 lupﬁﬂ, ffp,;;/»aa"‘; :

gvery 90 Adays with respect toﬂtubular guods; }ﬁknhdunnrqa %ﬂj

7 ]

jﬁﬂpolition whiet—is closed., I think 1951 %ﬁ 1954 is g ‘sedder Inslc.

ﬁfaeuv %/ﬁv 4 Fod Foz ,fzgﬁb}zf; }Htf:)f,z,

olee -:L«}vl’ Aot
s phiolisaate than 1953, Y- e et mtudyr taad-and-soliticatit

afﬂafverymaﬁﬁ?E“fTE“natu@eﬂ$ewdeféﬁﬁfﬁ§”Wﬁﬁt“Ts“&vailablﬁ.
In thet, if that fact be true, then whet you face 1=

a situstion which has become rigld, but-onty TIETA dapendent
NpOn-bire~XBNEE Of FEIFREs S Bhd of  BUNANesy Of Those” THATYidual
‘Wﬁ” BSUEHT UD IR practiealdy-totdIITY the

Jine plon supplx. for & pertod 6 fouF 0 Tive yeurs.

¥h=£z£==a~s¢:na$¢ﬁn which manifestly cannoi be
t/.lf" ) _ A% af’(x.;t(i tg;fpe"*if\

permltted 1o ox3s qané-%h&#mis:uanznhiqgﬂgan be_relg;ed tq the
i‘i_’L{ Z?;ﬁ:d ,ﬁﬂ.@. ;_.J;’,f" Hﬁ : _j‘—# ol

T
degree thet fairness and propriety\Woutd—dtetate—py—the ﬂLQ?
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1f the steel companies say "ie are bound because
the 511 inﬁustry'contractors will not velax", then the
question 1s: "™fhat 1s the attitude of the o1l industry?"

-This 1s the oil industry that 1s now here dilscussing

this problem, and it 1s the industry that has the voluntary
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capneity to’reﬁbve that aituatian. If voluntary agreementa
are obnoxioua, heaven knawn that 1nvoluntary agreements are
exceadingly more obnoxious.

If & sense of the fitness of things has violence

- done to iﬁ.by a careful and studious conaideration of the

implications of making rigld the ability to get any line pipel

_for that period of time, 1t doesn't take ‘any mental glant

to see what hurtrul 1mp11cationa are 1nvolved 1n it.

So, In my own Judgment and in my own boolk, Mr.

=Secratary, you, anﬂ Mr. Clark, you, can probably accomplish

more by the development of the facts and a discussion of the
fects in & deliberative body of thia sort whose peraonnel'fery.
surely have 1t within their competencebby voluntary action

2 \dﬁ‘wﬁq La%t@@fﬁﬂvAAﬂvﬂ&mﬁﬁghi
ﬁw“ ! ‘{o bﬁng B situa.tion-:ae—

1n:;wm=h'“mtww terra

I have not heard a word of dlscussion of why the

steel industry should elect to deal upon one basis with industry

'm 1ts entirety with reference to one type of product in the

producing and of it and have an entirely different set of

_rules in respect to the tranapartation end of the industry,

in which only & few people are involved.

The door cennot be closed the avenue of opportunity

cannot be closed. A man who discovera & gas diatillate field two

abilily ],

miles from a plpeée line outlet can't be ahut in because of e

~ purchase - two miles of four-inch pipe, but he can't buy the

_ _damaed_atuff anyplace in America through'legitimata chﬁnnela.
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bhcausé of the adamant poéition that every ton, as you safl

. @ while ago, Bob, 1s contracted for four or flve yeers. _

| So I may that whether this committee, of which ﬁr,;
Brown 1s Chalyman, and which has done very fine work -- and

T dan't want this to be undoratood in any degree ag belng in

of your fine work,_Ruaaell, and your committee’s

work -- but I say thet another opportunity exists which is

a statesmanlike one, and & fair one,and one within the coﬁpetence
“of th@ nepartments involved, and the industry involved to solve

" equitably and expeditiously and in the spirit in which Ehia
industry has really acoompllished things in the past;fitriﬁtly
free enterprise.

MR. FRIENDMAN: {eorge, I think what you have said 1is
very true, and T Hink it lies within the province of Russellts
committee under its enlarged aasignment to go into the maﬁter '
of maldistribution. I think that was in the terms of
reference. |

There are two different arguments, as'ysu realize.
‘How you distribute your 2.5 million tons of line pipe 1= one
:-prbhlem; -The'pfoblem*we heve been working on lately is to

" make certain that 2.5 million will be available, will be

- produced.

You have to get the pipe, of course, before you
" ‘alstribute 1t, and we have been tryhg to solve that one

firast, We have not at all overlooked the problem of distri-
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bution.

MR, BLAUSTEIN: Do I understand Mr. Friedman to

.'féay unless he hears from the Council to the contrary, the
~Napartmsnt of the Interior 1s golng to pursue a renewal of

the voluntary agreement in this particular field?

MR, FRIENMAN: We are gotng'to continue to pursue

the agreemsnt which we have been asking for for the last

- about elght moniha; and that is an agreement thet all milli'

6apab10 of prdducing ol1 eountry goodas and line plipe be

3supﬁliad with all the steel that they can use to capacity

operations,

Yow that is to be distributed, we have not taken

up. We have done so casually, but the major objective is to

have the last length of pipe produced.
MR. BTAUSTEIN: As I understand, there will be no
discontinuance of efforst to that end.
| | MR. FRIEﬂMAN: We will have to find that ﬁut.
MR. PIAUSTEIN: How do you wﬁﬁt to find that out?
Ffom whom? The Counell? |
', GHERHAE HALIANAK: Under the letter of Secretary

Krug of November 19 requesting enlargement pf the functiona of

-ydur committee, he predicates 1t upon the desire to have the

committee study, and I quote, "problems of shortages, exportation

:ind maldistribution of stee) materlals inmofar &s they relate

‘to petroleum,and report thereon with such recommendations as
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to the Councll may seem appropriaste.”
S0 I think thers is no question about the authority
: gfyaur committee to supplement whatever conclusions 1t may
reach.
MR, RUSSEII B. BRQWN} I thought I wmade 1t clear
in the opening that we feel there is ﬁo guestion about our
éuthority to go into that,
| At the time we were created,and_finally approved and
_nﬁtified, then the steel people were ready to meet with us.
We wer§ first going to have an exploratory meeting with them,
arranged through the Commercs Nepartment at tﬁe reque st of
Mr, Friedman. &So wé arranged to meet them at that time, and
thaﬁ failed, and they puﬁ it over to another time and that
failed,
Finally, before we had the exploratory weeting it
was four otelock ﬁeaterdag afternoon. That 1s the point I
am mﬁking. 80, then we sald werhave not the time now to go into
this very difficu]t question of agreement because 1f we recomwend
an.agreament we want to recommend the type of agreement that the
| =Cqunc11 ﬁould suggest.

%o as a watter of faoct, 1t was a physical situation
rather than any other, and ihat is what we meant when we post-
poned 1t, It didn't mean we didn't have the authority. I
think we have pianty of authority now to go into the quesfion

of agreement.
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"PR. WILSON: And you propose to do s0?

MR. RUSSEII B. BROWN: And dlstribution. And 1t is
our disposition at this time tprtake that up lmmediately.

MR. BIAUSTEIN: Toes the committee's recommendation
have to be approved by the Council before the Department of
Inteior will pursue this thing?

| CHATRMAN FAITANAN: Yes, but I think —-

MR, BIAUSTEIN: When do we have s meeting?

CHAIRMAN HALIANAN: But I think the Dspaftmont of
Interior would be expected to give weight to the committee's
recommendations in the sbsence of action of Council.

MR, BIAUSTEIN: 3o the whole thing 1nﬁ't being'held
up until this Council meets again?

CHAIRMAN FAIIANAN: No, I don't anticipate that,

MR. DAVIDSON: The only point I would like to comment
on 1is that I think you gentlemen realige that when we are acting
. and tfying tb’get this kind of,agreem;nt, ir you indicate
you don't want it or don't need it or are not sure that you
want it, tﬁen it makes our jdb - T would say practically
impossible to get one, because the steel people do not like
these agreenents.

Cpmmcua has told you they are not anxious to get
,:bno, end we can't perform miracles.

MR, W. AI'TON JONES: May I call attentlion to the

fact that no‘matter whether you pursue or 4o not pursue the
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question of volunthry sgreements, you are not gétting at
George Hillte quostion

He has called attentionto the faoct that thrugh 1954

- the atebl 1nduatry‘through an old, ancient and accepted

| method of cantracts had signed up the capacity of all thelr mills

Tfor pipe, and voluntary agreewents to the contrary notwithstandig

“that status quo situation is not going to be changed excapt
_ by one of two things heppening: elther the Congress enacts
and glves aomebody power to set aside exiuting contracts

butwoen the 011 companies and the steel companies that

now hava bheen in existence or are now In exlstence, or.

aa Gaorge fringed a moment ago in his discuasionz, the

oil industry itself in 1ta statesmanlike wayah&ll valuntarily
among thamselvea find a wmeans by which_theae distress cases
that George is talking about are taken care of.

If 1t ia true that five companies sut of the
thouaanﬂa that are engaged in the oill buaineaa have sewad
up all the pipe mill capacity of the country,'it may -be thaﬁ
1t 13 not 1n the public interest,and 1t may we]l ve that tha
011 industry 1tselr ‘ahould do something about that,

But I am afraid we are talking around the pnint.

What Gorge has polnted. out to us here very vividly 1s that

-.there are many cases known to many, apparently, where

aituations are acute, where situations are really surioua,

.and the smll fellow is belng hurt immeasuradbly. That is
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';fjuht tbe way of life.'-WQ have to accept 1t.

gl e

;ii y But theve is some way, some place in this pieture

Wchyhce for voluntary concessions or agreements among
1ndua%rv. I don't know exactly what kind of mechinery, Mr.
~_Cha§rman or Mr. Friedman, could be.set up to handle that
._;;ﬁﬁatian..
l”fﬂ He-apoke_a moment ago rather foreibly about an

s(i’i ) ’ '
'ﬁ %partial Judge. I wouldn't consider the fellow an 1mpart1a1

i?lt to George. I would say he was impartial as hell, But I do
,,raalize that GQeorge may have an acute situstlonand he might

ki ( . _

Iﬁ naad the pipe worse than I do. It might be 1f T had elght mlles
fl’

¥
s kof pipe T would give 1t to you, but I an wondering 1if there

'5isn't some wey in that realm of give and take 1n thia bulineas-'
where some industry statesmanship will come to the fore,
ard we will find a way to handle those distreas cases.
| You can't blame 2 man, and yoﬁ are cutting across
- ﬁur-very concept of free enterprise, when you say that I o
.going to go out and be forahandéd snd cotract for'my pipe
_ needs five years in advance, because I am going to build a
if}ﬁipe 1ine. It would be & bad thihgrif;whan I fought ﬁ1'the
. midst of,that_pipe line, some very impartialbody would come
slong and say "Jones, you are just a sucker. We are golng to
take your plpe. You can't complete the l1ine. It 1s too bad,

but we declded we are golng to give 1t to Jake, or somebody
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olse."
We can't forgest that we fight for this free enter-

prise aystem. That 1a the embodiment of it: The right to

;cantrgct for your needs, the right to build and anticipate

your needs in advance.

We don't like to dlecourage that, I do think there

is scome give and take in this businqna,‘ I would be surprised

1f together we couldn't find some three wmiles of pipe to take

" care of this fellow. Isn't that,after all, the practical

| approach to your problem? Isn't there & way or a.twilight

- zons, or no-man's-land in which in industry itself can do a
_littie cooparqting and not expect Friedman and Clark and the

others to solve all our problems for us?

I think we are getting at the problem hers, but we are
talking around it.
MR. HII1t I think merely an understanding of the

facﬁa that com§ from an lmpartial atudy will do the job witiout

any machinery.

CHAIRMAN FALLANAN: That is the fuentlon of this
coumittoe, |

MR, JONES: 1 rather think thdlqommittee hasn't
finished 1ts jab;iﬁhen,' o f

MR. JACOBSEﬁa Mr. Jones hes maid s good deel of what

I had in mind, and I have very little to add to it. We talk

,about the oll industry tying up &l that pipe. Isn't that what
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the gas industry hes dcne? Isn't it perfectly natural that
it has happened?
If somebody wants to bulld a gas line of 1200 or

1500 or a thousand mileg in length, he can't afford to oparate

from month to month or three months to three months. He must
"3ike'a contract for the deliVary of ﬁha_pipa, just a8 he
wust arrange for his financing and'gqtting the right of way

: dnﬂ_éverything elsa;

I dont't think the steel milis just for the fun

- of 1t have done this sewing up of thelr capacity for five

years or three years. I think that people went to them and

one man wanted so meny hundreds of thousands of tons, #nd
another one sp much, and one wanted & thousand miles, and
another wanted 1200 miles of pipe, and they took the orders
as they caﬁe and they are dellvering them as they came to
them.

I don't know just how the thing 1s going to be
done, but wmy understanding of the situation 18 that ths pipe
1s mostly tied up by those gaa companies who had to buy plpe
in that way. You can't buy pips for a gas 11ne every three
months 1f you have to build 1200 miles of 1t.

| TR. WIISON: I think it only fair to say, too,

Mr. Chairman, that a great msny of these companies -- aeorge

‘Would speak as if 1t were a conspirecy to sew everything up

for five yoarn.' 0f course, what happensd, some peiple wanted
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te bulld pipe lines in '49 and they got there., 3omebody else
. wanted to bulld & pipe line in '49 and had to go to '50,

. Somebody wantqd_tu build s pipe line in '50, snd he had to mke
a contfact for '91. Everyons has been shoved ahead of the

~ date when they would like to have the pipe,but 1t ilsn't &ny

" consplracy.

You said "if 1t was true that five companies had
aewed 1t up", but I am sure it isn't trus. There sre hundreds
of different contracts for Aifferent projects which haﬁa cbha
along and everjhody has gotten shoved ahead., Some are two or
three years behind what they would like to 'wre 1%t. Ths
gueation is, can you Justly take some of that on a completed
prﬁjoct,and put it in now?

on the other hand, a few miles of plpe can certalnly
he gotten some place. One very encouraging thing, as you
_know, os that the gray market price has heen on thse toboggan‘
and, judging from the analysis of the ﬁatrolaum industry, in a
few wonths you will find enough for everybody.

CHATRMAN HATIANAN: Do we understand, then, that.
you will continue a study of this metter?

MR, RUSSEIY. B. BROWN: Mr . Chairman, thise canvarﬁﬁtion
has done exectly what the committes needsd. We needed a
- elarification of the mental attitude toward thla. We had
| this problem such a short time that we Aidn't feel equal to

it last night. It was our agreement when we adjourned yesterday
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_(that We would reconvene soon for a reconsideration,
I think this may move up the time in which we will
meeat . |
| CHMIRHANIHAIlANAN: You will be.in touch with the
Interlior Nepartment.
MR, RUSSELT. B, BROWN: We ﬁope to do that. I am very
happy to have thilis discussion, bocauaé 1t does the thing we i
need in our committes. _ “,ﬂ,»mwj
CHAIRMAN FAITANAN: Mr. Burns, you were |
recently named Chairman of the Committee on Mineral Indusirles
gensus. That commlttee was appointed only a short time ago,
and I sssume yu have made no progress, but I did want you to
have an opportunity to meke anj announcement that you cared
tb make ,
MK. BURNS: Yese, Mr Chslrman.
The committee was appointed only last weekend,
50 natarally we have had no opportunity to meet. I notice
that most of the committee are present, or were present here.
1 wouid be very much obliged if they would remain over the
‘adjournment of this meeting so that we might at least
have a preliminary discussion &nd maybe get through some of
our businqgg% |
T don't think Mr, MoCollum is here. It wbuld help a
great deal if Bob Friedman could stay a while with us.

CHAIRMAN HAILTANANA: The Chair recognizes Mr. Hines
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Baker,

MR. BAKER: Mr, Chaiman, the Secretary in hls

statement this morning before the Council said thet he

Iwas-qpbaking quite frankly and gquite bluntly on the question

of the tldelands matter by saying that industry was butting

'1ts head against a stone wall in supporting the position of

the states for the ownership of tidelands.

As one who hes acted with the lndustry over a period

‘of several years in a study of the tideland question, I would

- 11ke to make & few comments, if I wmay, upon the statewent by

the Secretary this morning on that issue:
In the first place,/I think 1t should be recognized

that the fight that i1s being waged over the tidelands question

. i8 & fight between the states and the administration, and

thet the Govarﬁora and the Attorneys General and lend commiss-
ioners and other fapreaantativea of the states are the people
who have taken, assumed and carried the lead in this fight for
the recovery of the tidelands by the states.

They were able at the laut‘sasgion,of Congresﬁ by
overwhelming vote to secure the passage of their bill in

the House., They were not able to get it to a vote in the

Senate., I think that 1t ia pretity well recognized that &

change has oecourred in the membership of the two houses, and

that thers 1is a serious guestion about thelr abllity to pass

by & two-thirds majority vote at this sesalon.
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It seemn to be recognized that the legiamlation
| sponsored by the mtates would be vetoed, and to that extent the
aocretar}r.'s statement that those who are sponaoring state
 Jegislation may be butting thelr heade against a stone wall
may seem to have some basis,
| I would like to say, though, that the administration
had a bill last session that was in committee, and was not
able to get 1tself even to hewring, and the positlon of the
government seems to be that they can't get snough votes to
pass their bill through Congreas,

Therefore, 1t would seem that 1f the administration
were taking a Firm stand along that line, this head-butting
business applies two waya, and that the problem 1s not =mo
alple as might be indlcated of gimple acquiescence to the
claim of the federel government to ownershlp of tﬁnse lands,

I don't know to what extent the state people are
going to.mnintain thlr position,but I think-it must be
recognized th#t the position of the states in this matter 1z
as 014 as the United 3tates, and’that there it is probably
not going to be aﬁrrendared easily.

If we may look at things &s bluntly and wilth as much
candor and frankness as tﬁo Secretary spoke thls wmorning, we
may expect no legislation will be enacted unlese the
administration alm recognizes that there are stone walls agalnst

which heads might be butted.
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Of course, I sm not able to speak for the state

~ governments and the position which they teke, but I should

imegine that this head-butting will go on untill it iga
recognized on two sldes what the situation is,

MR, BIAUSTEIN: Mr. Chairman, I think we might well

" ‘heed the advige glven by the Secretary this morning. I feel

that we are butting something that is absolutely impossible.

I feel that these tidelands will not be vested in the states.
think that instesd of continuing the route the industry has
been going, we will get far further ﬁith respect to the
industry lnterssts 1f we will, lnstead, try to do what we
can 4o to see Iif there 1s [ederal ownership that certain
fundamahtal principles are preserved,

I think that we had better glve serious consideration
to the advice of the Secrstary, and not find ourselvea too
late in trying to 4o thome things which will make 1t possible
to operate improperly, or impoaaible to operate properly under
federal ownaréhip.

I mean such fundamentals as having lesses already

‘granted by the states recognized and honored, and sums spent in
:éxploration and development and royalties already passed

protected and not confiscated.

I think we must get the federal people to under-

" gtad that these lands must not be permitted to lie dormant

until some ewrgancy arises, but that instead, they should not
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neglect to do what they can do to have an orderly, although
not wasteful, exploration ahd development by private induatry.

I think that is sopmething that needa be done. I
think that effort should be made to try to avoid unnecessary
red tape in federal leasing.

I think a number of constructive things can be
done in that direction. I do fear that 1I the industry
holds off too long and continues to simply think of this
thing only in terms ol state ownership, we are going finally
4o wind up with federsl ownership &nd we are going to find that
8 lot ol lmportant thiﬁga and fundamentals that should be
recognized in a federal bill of thiz sort will heve gone by
thu.board.

MR, ROWAN: The unf'ortunate thing about the
Secretary's remarks thils morning were that there was a
velled threat of what the government would do to us 1ir
Wwe 41dn't cease & fight which we think is just and right.

I think it is & sad thing when & servant of the
people threatens those people who are here and who pay his
éalary. There was no discussion on the part of the 3ecretary
a&s to the merits of the caﬁe, or as to the rightful oW nership
of' those lands. It was simply & threat that 1f we dAidn't cease
our i'tght f'or that ﬂhich,we think is right and that which we
think 18 just, and.that'which we kinow we own, then ratﬁliation

would be had against us, I am pposed tothat form of government.
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MR, MAJEHSE&;, Mr,. Chairman, was this on the docket?

I would like to ralse the question of a point of order. I

" 41dn't know this was on the docket.

CHARMAN HALIANAN: There was no docket, Mr., Majewski.
MR. MAJEWSKI: On, yes, thersis & docket. There are

five committess I want to get to, and I hopethere are at least

- four pecple who will constitute & quorum, I want to get rid

of an lpportant thing.

If you are golng to Alscues the tidelands, I suggest

~you put it on the docket some time.

- As I unﬁorut&nﬂ Mr. Hines Baker, he says that this

1s & fight between the states and the federal government, How

as short a memory &s the Becretary. Him was a long time ago.

‘Mine was in 136 when I sat up there.

MR, JACOBSEN: Have you got a retort for him?

MR. MAJEWSKI: I have & hell of & good ons, but

I am'going to give it to him.

I think if you fuss with the guy, I amgoing to

" rpaise hell with his being here. I am not defending him, because

~.1 am going to have something to may to hiﬁ on this questiony

Maybe I won't agree with you fellows. I would like

. to suggest to you that he came in here asking for & compromise,

" If I understand the political slant of hia‘convoraatiop-{thia
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morning he was Inviting all you fellows not to butt heads,
but to come in and make & compromise, suggest to your

several state offlcers who are lnterested in thias question,

. and every stste in the union s, to come in and make a compro-

mise,

I would Jike to go on with this docket, and then

. docket this and later, when you have all the big fellows here

that you want, to ralse hell with him,

TR. WII.3ON: That 1s sensible, VWe haven't time to
settle it tonight. '

MR, MAJEWSKI: Qlve a guy half & break.

CHAIRMAN HAYANAN: The Chalr hae no apologles to
offer for extending the opportunity to Mr. Baker to answer
the remarks of the 3scretary, even though it were not on the
docket.

| MR, MAJEWSKI: I am not protesting that, but I want
you to oall a halt some time, llke you gave that vote thls
morning, remember, Nalt it like that. (Laughter.)
| CHAIRMAN FALTANAN: The Chair recognizes Mr. Jones
as Chairman of the Budget Commlttee, to present his report.

MR, JORES: Mr., Chairman and gentlemen: at the 1-.1;‘

meeting of the council the question of thabudgaﬁ for the year

1949 was brought up. It was pointed out that inthe articles

of organirsticn of this Counclil we had done two things:

First, we had provided that the budget for the calendar year

on which we operate was to be deterwined at the last
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weeting of the Council. In the light of the fact that that

is & lame duck session, 1t seems rather silly to pursue

that.

It seems more appropriate that the Council at 1its

first moeting_after organization should determine its

‘budget, Wedld another thing in the articles of organization.

We limited the budget to $50k,000, and then the Secretary

called attention to the fact that due to the rising cost of
living, and other things, it appeared that the budget for the
year 1949 would excesd $50,000. 8o, we are faced with the need
for amending our articles of organizatinn in those two
reapects,

I am mindful of the fact that when this Council was
first oreatad.as was pointed out this morning by our Chaiman,

there were many meners of the industrywho were fearful that

the Council could serve nc useful purpose. Some were

concerned that the functioning of the Council would involve

us in antitrust problems, prosecutions and the like,and that

1t also might duplicate already eximting organizations.

I think as time has passed many fears in that respect
have been allayed, and we now fesl we cen function and
have,functianed usefully,

One of the reasons for limiting the amount of the

 n55udgat to $50,000 was to give assurance to those who wers

~ eoncerned that we were not underteking to build a large
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nrganlzation pafallelling other existing and well-established
trade associatlions. I think it 1s obvioue to all of you that
a budget of $50,000 does ¢ircumscribe the operations rather
serliously,
| I have had some indication that the present year,
during_ié#g, the budget will probaebly approach $?0,000. - Part
~ of that, of course, is due to printing of such things as
the National 011 Policey Report, and Mr. Jenning's report on
mechinery for a war setup, and what have you.
| I am not geing to puraﬁe or labor that diacﬁsaion,
but I want to propose here and your committee recomments that
the articles of organization be amended In the followilng
respects: that paragraphs 6 and 18, which_ara affected, be
: amgndeé as follows: Paragraph © undﬁr the new smendwment
/P;ﬁall read;
L /r—< “The Chaingan éhall preside at a1l meetingg
of the}Counc}l‘and shall, ﬁiﬁh,the advice of the
Appointment Committee, appoint all apeclal committeeg
and the members thereof (who may or mey not be members
of the Council) as the need therefor grises; Members
of Committees shall be selected on the basis of their
training, experience and general qualifications to
deal with the matter assigned to the Committee,
such committees shall be dlssolved when they have

completed thelr assignment and the appointments
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thereto shall be for a term ending oﬁ the date

of the next organlzation meeting of the Councll.
The Chairman shall authorize all expenditures amt
perform such other duties as are usually pertinsnt
to the office of Cheirmen,"

That {s & modification of the original article of

organigation in the pespeot that 1t strlkes out the limitatlon

of $50,000 and leaves it to the Council to fix at its first

organiation meeting the_amouht of its budget. | | Fﬂﬂj
"™ 1 move that smendment, Mr. Chairman. |

(The motion was severally seconded.)

CHARMAN HALIANAN: You have heard the motion, duly
seconded, |

(The motion was put to a vgte, and carried.)

MR. JONES: The mecond smendment has to do with a
change in paragraph 18, of the articles of organigation, which
alsp covera this point, and will read as follows:

"Operating sxpenses of the Council and of

all of its committees shal) be met from a fund to

which contributions mayhe made by persons engaged

in the petrolsum lndustry and by mambors-ﬁf the

Council. At the Council's first meeting in each

calendar year, the SecretaryfReasurer of the Council

shall prerzent e suggested budget for the ensuing

year, and expenditures for opemting expenses during
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such year ﬁhall be limited to the amount approved

by the Couneil at such meeting."

That simply provides for the setting up of a hudget
by the Secretary, submission thereof to this Counell at its
first organization meeting, which is the meetlng here tada::'!l

I move that amendment.

- (The mbtion was ragulgrl& seconded, )

GHAIHﬂAN HA1TANAK: You have heafd the amendment

proposed by Mr. Jones, which has duly been seconded.

(The motion was put to a vote, and carried.)

MR. JONES: The third matter has to 4o with the mat::L

of molcltation of funds. At our organlization meeting wo
years ago 1t was suggested that the members of this Counell
were appointed by the Sacratafy of the Interior, that there
should be no effort wmade to have the expenues‘undorwrittsn
by & few large companies.

Mjge to remove any question of doubt as to the

' o,

e
domination_b{&ihoue companies of the operations of this

! hr A Pty ST Clé’ﬂl'ﬁlg(‘d'
Council,ﬂthat each member should contritute pro-rate, or
" should be asked to contribute pro-rate to the expenses. That
is a goed theory, but it haen't worked out quite fairly,
and in some cases many desirable members of this Oounetl do
‘not feel, and properly asp, that they can afford to ccntribute
pro-rate to the expenses of this body.

It is the considered opinion of your committee that
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-we not undertake to Invite subscriptions to our budget fund
on that basis. Wwhatever we do, we wll]l have to mdopt some
| ﬁbre or less arbitrary method, and we will have tg‘follow'
‘the 014 rule, if ybﬁ please, "those who can beat afford to
ﬁAy'will be asksd to pay”.
Bear in mind that payment of - not dues - payment
of subscriptions to this fund 1s purely voluntary, and you
. will be asked to mke contributlons. 1f you don;t ses fit:,
| that doesnt't affect your membershlp on the Council at all.
| It is auggaated; Mr Chairman, that a Finance
Committee be appointed whose functim will be to underteke to
apportion the budget determined upon by this Counclil as fairly
as may be among the membarahip‘thereof, and undertake t»o
raise the budget on that basis. |
| . That, sir, concludes the report of the committes.
| Thatlis & suggestion, and the committee recommends that you
follow_ﬁhat procedurs. That provides for the creation of &
Finance canutétee whose function 1t shell be to undertaks
to apportion or pro-rate the expense and invite subscriptions
;g accordance with their best judgment as to what is an
eqﬁitab]e and fair contribution of the various mewmbers,
whethér they be trade association members or individusls
who want to be 1dentified with the oll companies. g—‘g/
| - CHAIRMAN HAITANAN: You have heard the recommendﬁtion

contained in the committee's report. Are there any remarks?
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Is there any discusslon?
MR, JONES: I move that actlon, Mr. Chalraman,
~ {The motlon was regularly aaconded.)
CHAIRMAN HAIIANAN: It has been moved that the

peport embracing these varicus propssals and agendinents be

: adopted,

(The wmotion was put to a vote, &and carried,)

SHATRMAN HATIANAN: Wz want to get the overall picture
as briefly as we cen now from the various districts with
reapect to the aituation on the voluntary allocation
agreements .

Mr. B. 1. Graves, Chalrman of Nistrict Number
One, 1s unable to be here today, but the report will be
presented hy Mr. Hill, & member of that_committao.

Mr, H111,

MR. HITi: Mr., Chalrman, in orﬂer to save time, I
won't read the whole report, except te say thati there apparently
is no shortage of petroleum products existing In nistrict
Tumber One.

The committee s stil) activated, and is stendlng
hy and is ready toact in the event & ahortagé does ocour, Unless
public 1aw Number 395 is extended and the voluntary petroleum
products allocation plan undr that law is likewise extended,
the committae'wijl terminate its activitles on February 28,

1949, unleas in the meantime it Ls disbanded by cencellation of
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of. 1ts preﬁent governmental suthority to operate.

That about covers the report, and I will give it

t0 .the Secretary..

eziaiy,

CHATRMAR FALTANAN: Mr. MaJewski, will you report on ‘

Nistrict Two? : . . ' 1
, MR. MAJEWSKI: I would_like to, and I will be very

brief, eéééiﬁigifé have 8 concrete recommendation to make
oonuerning District Two that I hope Dr. Wilason's committnar
will in the overall oonuider%ﬂ//[f’}‘ adion al. ﬂ’f"q!

I was handed & press ralaaae‘by Mr. Friedman and
he askpd me whether it releived my mind at dll,.or whether 1t
worried me more,

It worries me wmore. Thn_Preaidontial-Ordor dated

| , , KEg’ twEe fo foand
today that th-SBcretaryqra erred 10, giWesal-Lte~PORSINS.,
[

tﬂf%ﬁiﬁhggdawaihaiﬁf* ParSaenis ,» that the solution

of the general fuel supply situation was due to the fine
cooperation of the entire federal establishment during the

past year in reducing to & minimum the consumption of

_scarce fuels, end that -has contributed materailly in overcoming

the fuel shértages of last winter and this spring, and in

bringing about the present improved uituatiun._d\

o 2

This 1mpravomant is especially notable with reapect

——

g P

tha main

I wanted ywﬂilﬂ&hGESZQEEEPXE;;;;se

i;;asqn for suspending the order dated Januery 17, 1948, Tt
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the Seéretary of the Interior‘recommndedl for the conservation
of fuel oil, gamoline and gas. | |

The Secretary ame in end then recommended'recenﬁly
that thia ordérggnu-be'revoked because there is plenty of

everything, but I wanted you to know the reason, how the thing

- Wwas finally solved, by the mere fact that the gove mgnt

~suspended the use of oll and gas ;&:E:;&, ' ﬂ&ﬁﬁé

Jb“@!& X -{;P 4

The Committee on Voluntary Petroleum Allocation
Agreements, of which Mr. Hobert E. Wilson is Chalrman, should
prepare on behalf of the uncil a report disclosing the'zeuﬁf

: WEME %er@é A grtr
_kngua-factdphuththere 1s no necessity for the petroleum
industry to be included in the Preaident's program for
stand by‘prioe and sllocation controls which he recommwended

,
{{uni AN

. of the State of the Netdesm message to-bhe-

This report, with the concurrence of the oll and

gas division, should be directed to Secretary Krug so that

he may officially and formally spprise the President of the

réﬁi facts covering the present and the foreseeable future,

The Jscretary of the Interior stated this morning.

that he is satiszflied that there 1s no need for continuing the

' \J;luntary52;reement;2§an arrangement heyond February 28, 1949,

wheén Public law 395 expires by lapse of time.
I do not wish to be]abor the point of when the

:=¥I;1untiry ailocation lan in Mistrict Two should be teruinated,
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A

#&2 the Nepartment of Justlce clearance ere®d, and the é%mmittee
: daaine AT |
Aiascharged, -!,,gimply_mstat the recordsof the Natlond

Petroleum Council, 4 show,| thet- there 1s no 7
further need for the G%mmittae, and that the petrpleum industry
by the expenditure of wuch money not oﬁly for capital improve-
ments but for operations far heyond the call of duty, working in
conjunction with the Qil and ,gaa %wision, hes i\;lly met all

demands on it, and has put itself 1in poaition to contlnue tc do

£1 e ls ) o ) Y
B Om A e e O td.limalbaingabl (atlacked \reasesled b "g,

Liowe

iglso, the Attorney General should be adviﬁed ?y_the S;cro;ézynzti
the Interior %hat +he Regional Advisory Committee in D1stgict n:z iitpnd .
functioned since its last aut oEeSs 2

horized reorganization, and R E

to function. ] E
[
L.

record. ' e
CHAIRMAN WATIANAN: To you have the report for District

Three?

AFECRETARY BROWN: District Three is under Jjohn V.
Newton, the Cheirman, and he ﬁritea to Mr. Hallenan that the
committes 18 available to perform any duties which fall within
its lawful scope, and at any time you think it necessary for
him to attend the Oouncil, he shall be gléd to do so.
“ ¥e indlcates that the situstion is in hend out there
and the commLttee 1s standing by to meet any emrgency that may
arise,

CBAIRMAN HAJIANAN: That ls a report frcmlro!r. Newton as

Chairmen of Nistrliect Thres,
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Mr, Robineau, do you have a report from your
district, District Number Four?

MR, ROBINEAU: Mr, Chalmman, Disirict Four reglion

has been operating in stand-by condition. No formwal meeting

has been held aince the October meeting, which was reported on
at the last Council meeting.

The Chaimen uf‘the Tistrict has gathered statisilcs
and circulated them among other members of the commlittee, and
asked Lthem to report any dirficulties 1# their srea.

I have submitted & report to Mr, Brown with some flgures
on 1t. I woun't teke your time to go into them in detall, but
will merely suﬁmamitaz

In District Four gasoline 1s up about 30b.000
harrels to a total of 2,100,000, Xerosene is & littlie higher
than it was laat year. The gas, oll and distillaties are
double what they were s year ago, from 800,000 to 1,600,000.
Residual fuels are up &bout 400,000 to 1,100,000.

Crude dil-atocka are up to a 1ittle in Qxcess of
11 million baryels, which is & three-million barrell increase.

the dalily crude production during Necember was

-~ about 234,000 barrvels s day as compared with 220,000 barrels

a day a year &go., 7Those ssme {ields could produce, it 1ls
estimeted, about 242,000 bvarrels.
The Bureau oi Mines estimates the demand for crude

plls for the month ouf Necember at 222,000 barrels. It would
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H be our estimate that thet demand wil)l be somewhat less 1in

Januaby:due to the fact that there have heen oonsiderable
qhantitiea shipped to Canada, Those shipments are now |
suspended, and shipmente to homlnibn of Canads have heen cut
hack,

In that demend factor the Gocky Mountain réfineries
for the last three montha of 1948 averaged sbout 150,000
barrels & day on their runs., That doesn't include some new
Periﬂing capaclty whieh is going In, Teking into ececount
ta ahipments by ﬁipe line, tank cars and truck and any‘ather'
means out of the Aistriet, there ere about 30,000 op 35,000
barrels & day of black crude going intc storage.

Muring the last blizgerd, which we had just a wesk
agt In the Rocky Mountains, the rate of gasolien storage
wmaterlally lncreased, We did go Inte storage in some

dlstlllates and some fuel) oll. It is the feeling of the

committee that there is no sign at the consumer or desler level

of eny Aeficlencies on shortages.

CHATRMAN HATIANAN: ; Thank you very much, Mr.
Robineau. |

I have a telegram from Mr. A. . Stewart, who 1s
Chalrman of Distrlict Number Five Commit tes, which I should
1ike tﬁ read to the Councll. It is accompaniad by a rather
extensive raport of the activities of the Nimtrict Five
Committes:

"Reglon Five Advisory Committes determined
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Friday -", that was last Friday, "-- that no

further mobtings should he neceasary, aﬁq terminatﬁd
all subcommittee activities. Avallable statiatics
indlcate supplies of petroleum products are sufficlent
to meat 21]) normal requirements inocluding military‘
and off-ahore,

"There 1s a possibility of temporary spot
shortages continulng to develop during the next few
weeks. However, the committée iz confident that any
resulting problems can be satisfactorlly =olved
between individual customers and suppliers by post-
ponament of 1liftings. |

"Minutes of meeting following.

"A. C. Stewart, Chairman of District Number
Five.".

Kow, Dr. Wilson, that 1s the overall atory by di;-‘

triets, and I should think now that the Council shald act

upon your report.

NR. WITSON: I have no opportunity to make & report
as a comulttee, because none of these reports came to me in
advance. My own reaction as Chalrman of the committee, and
subject to commentsa from any other members. of the coﬁmittee,
is that the pfoper thing for us to do 1s to express tﬁa

opinion and send it to each of these Chairmen of the need

SR ?.s',‘_, v

for further coumlttee or subocommittes actlivities as &?pears
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to be at hand, and we racommend they'do nothing further

—

'unless spacifically requeated bv the niractor of the ol and

.'Gaa Division or the qacretary af the Intarior.

In other worﬂa,we won't disso]ve, ut do nothing

. unless thay have 8 specific request from gOVernment, a specific

new request from govgrnment.
- I think we ought to take that action now,.

CHATIRMAN HATITANAN: DO ydu so move?

PR. WILSON: I so move. '

{The motion was_regularly seéonded.)

MR. MAJEWSKI: Before you do that, could I say
snmethlng? 7

I would like then to add, 1f that ia the motion -
and talking to the motion - that.the Attorney General should
be advisedly Secrstary Krug that the industry committee 1n
nistrict Two has not functioned since 1ts last asuthorized
reorganization, and does not 1ntend'£o continue to do so.

If that 1s &l1) you are golng to do, I want %o put in
the record that we have not functioned, and there 1s nd need
for 1%, and we do not intend to. |

CHAIRMAN HAITANAN: That is in the record,

PR. WITSON: It seems to me that 1s an individual
district pece If 1nformation. This is a general rocommnndation.
T have no objection to your making that at all, but I think that

this motion is on & natiopal level,
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CHARMAN HALIANAN: This condition ts not true in

- the other Aistricts. Other meetings have been held.

TR. WII.3ON: Yes, Meatinge have been held in

other districts. Therefore, it wouldn't be properly & part

. ér mine, I thhnk the thing to 4o probahly would be for Mr.

Ma jewskl to state the fact in a letter to Secretary Krug with
& copy to the Attorney General, or something of that kind,
4 -

CHATRMAN HAIIANAN: This is the record heve,

MR, MAJEWSKI: We are a commlttee of yours. Th#t i=

why I am bringing it up here.

CHAIMAN HALIANAN: Mr. Frledman, do you have any
comment to make on these suggesticns?
MR. FRIEDMAN: There have heen mailed out to you

all, I am afraid you didn't get them before the meeting, coples

- of an exchange of letters betwoan Justice and ourselves on

this matter.

In that, I think the SQQrotary referred to it thin :

rmbrning. The Juatice Department raised the question of whether

Qr not any further commlittee activitliea were necessary in
view oflthe statements that had been made as to the isproved
asupply of oil. The Secretary responded, and I would 11ke'£¢
quote from the response : | |

First he sald that we were aware of the improvement

and that we were fairly oonfident of the putlook. He says

the

"However, I think 1t is.better part of wisdom to keep in being 2
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mechanism that ocen, as éxparienca'haa shown, render effectivo

assistance in dealing with local emergencies or shortages

“mhould they ococur. This seems to me to be particularly wise

in this instance. Sufficient experience has been had with
shortages of fuel o0ll Iin the dead of winter to convince me that
stand*by-protective devicea should be avallable instantly Iif
needsd, though I may not believe that thére is much probabllity
of ;uch need, |

"As T hope unnecessary insurance egainst publie

hardshlip, I have kept in effect my appeal to the several

state governments to maintain thelr emergency fuel

organizations thmghout thia winter. The complimentery industry
organization provided by the Federal Government under the

voluntary plan is necessary to the effective functioning of

these state organlzations, and consequently, the existence of

‘the industry committees should cntinue through February 28,

as originally planned, even ﬁhough these cémmitteen are
largely dormant ﬁt fhe tima."

In other words, We like to have them continue just
in cage, although we think the chances are 999.out of 1000 that
we won't need you."

I woulad like to refer to two other things in thia
connection, if I mey: They are pertinent. '

One 1s to stralghten Barney out Jjust a little biﬁ. I

em sure he was pulling my leg, since Don Carrcll and I wrote
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" the order to which you refer.

We didn't claim oredit for the federal establishment

in overcoming the o0il shortage.

MR. MAJEWSKI: That was the Presidential remme,
MR. FRIEDMAN: That ls the one I am telking about,

He revokes the order, and says thim hction is possible because

of the great and gratifying improvement in the general fuel

supply situation, and the fine cooperation of the federal

 sstablishments contributed in o measure to that.

Tet's pat the boys on the back & 1ittle bit. They
d1d help.

On the fifth of Jﬁnuary, the Secretary issued a
releass, and I would llke to claﬁify his thinking for the
record, too, before you, in which he said as follows: The

heading of the release ia: "Krug Advises 011 Supply Adequate.”

‘Maybe he was a little late in issuing the advice, but at

Jeast, he issued it before this mesting.,

"Secretary of the Interior J. A. Krug today
announced that in view of the adequately high stocks'
of pafroloum products, there 1s no resson at ts time
to renew his public appeal of last winter for
reduced 011 consumption. The appeal of last winter
was lssued to ssse an emergency shortage which has
now passed,

"seeretary Krug expressed appraciation for last
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winter's cooperation of the oil industry, the manu-
facturers of oll-conmsuming equipwment,end thel
public, and to the National Petroleum Council for
'gpaarhaading the drive to conﬁervejcritical supplies
in cooperation with the government."
So, I think‘we have & fﬁlrly clear record on that,
_Barney.' We think the shortage is over, and we are awfully
‘glad, But we don't w&nt to take any chances snd again I
hope the Council will keep its committee 1n being even though
it never meets again. '
DR. WITSON: Areyou agreeable to my motion?
MR. FRIENMAYN: Yes.
CHRAIRMAN HALTANAN: You have heard the wotion of
Pr. Wilson, Do you second it, Mr. Majewskl?®
MR. MAJEWSKI: Ho..,i have stated for the record
a contfarg conCepf to Dr. Wilsont's motion. I am goling to
vote for his motion, but I don't want to mecond 1lt,
(The motion w as régﬁlarly seconded, was put to 3
a vote, and carried.) —n-ﬁ'
CHAIRMAN HATIANAN: Mr. Saeretary; in pursuance of
the Amendments to the Articles of Organization which were just
adopted, will you present the budget?
PR, WIISON: I suggest the Sacratéry send word to each
of the Chairmen ﬁf these uomﬁittees of the action of the Council.
CHARMAN ﬁAImANANz He wili ind a telegram(tomorrow.

In comnection with the budget which the Secretary

|
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of the Council is submitting, I think I should say there is
"fq‘éonuidorablq expense invclved in the printing of what mﬁy run

to 50,000 coples of the Netional 011 Pollcy Committee Report,

and its distribution, to the sourcﬁu we want to reach,

That 1s &an extra expehse which is included in the
budget which will be preaented.

SECRETARY BROWN: You may recall a few monthg ago
under the procedures in the @harger béfor& it was amended
vou gentlemen approw a budget of\$éoyooo, ut gnder the
new provision we have to resubmlt 1t. | |

In the iterim, I find that ﬁhs expense in
connection with printing and supplies was far greater tan
what we thought Lt wae three months ago when we were preparing
the budget. Then it looked as 1f $5,000 would do the job, Then
1t actlally took $10,000. For the coming Ii;éar, with that

history behind us, we have in addition an indication that some

50,000 of that National Pollicy Repert may have to go out,

maybe not that many. But I am estimating 1t will cost
sbout $7,000 to 4o that job alone. Even that is low. BSo,
about the only change we have made is to increase our printing

b11l. The total budget we are requesting toddy_is

$68,000. We have distributed s cOpﬁ with the detalls. If

‘you wish, I will read those detalls.

DR. WILSON: I move approval of the budget.

(The motion was duly seconded, put to a vote, and
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carried,)

CHATRMAN HAILANAN: Mr. Max Ball; would you have

anything to say before the adjournment?

| MR. BALI: Tﬁe only thing I would like to say concerns
a matter that may.be 8 small one and I should have said’
earlier, but you moved so fast in approving Arthur Jones!
report that Y didn't g a chance to say 1t.

In that mecond amendment, you adopted in the Articles
of Organizatlon, meems to me the Council tide its hﬁnds against
providing for any emergency that mey arise during the year,
such as, suppose you have another Natlional 011 Policy Report,
e something comparable thereto? that may go out during the
year that is going to cost you another $7,000. Your provision
here says provisions for operating expenditures during the
year sﬁall be limited te the amount approved by the Council at
auch meeting, which means the fim meeting of the year. |

It seems to me the Council should have the power itseld
to authorize amendment to the budgot‘or an addition to the
budget during the year if any special condition arises that
calls for 1t.

CHATRMAN HATIANAN: We ocan always initlate an
amendment .

~ MR. BALL: This way, you would have to amend the

+ Articlea of Organization..

CHAIMAN HALIANAN: That is right.
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MR, BAll: Having voted for this, I would be
Lnéiined - I'havéﬁ't thought this'through -- to ask for
reconalderation and pbopose an amendment right here to that
language: that operating expenses shall be limited to the
amount approved by the Council at such meeting "except tht
the Council may at any meetlng suthorize additional emergency
expenditures "

MR. JONE8: I don't think that 1s sound procedure,
Mr. Chalmen. Every well-run organiz&tion has a budget. I am
surprised that a man as experienced in govenmental affairs
es Mr, Ball is would assume that we want to have an open-end
checkbook here on oﬁr budget.

There is a very declded view in this Councll that
we dan:t want to establish a quasi-government bureau with
unlimited powers to spend money, In the early days 1in the
organistion of this Council, the principal resistance, or
one of thQ principal reaistances we met was the fear that
we would build up a great big orgenization.

T would 1ike to see the break there, At any.tima
you have s specle]l problem, Max, we will find a way to deal
with it. We can always amend 1t. As a matter of fact,you
were limited to $50,000 before,

CHAIRMAN HAILIANAN: Don't we have a cuﬁhion in there
now? I think’we waent aome limit, Max, I thinﬁ you will find

you are up szgainst the practical problem, how much money ﬁoﬂld
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',yqu ask for?

Suppose the Cha lrpan appointa, as I will do undqf_

'th@ resolution adopted a few moments ago, & Finance Committee,

Wht would they do? Write a latter and say "We are going to

" ask for so muqh money. We may come back for some more."?

I would close that very definitely.

MR, BAIT: I merely raised the point for considamtion

because 1t seems to me you are tying your hands so you have no

leewey for an emergency.

Even a government bureau can go to Congress and get
& deflicisncy eppropriation once in a while.

MR. JONES: You can com¢ back here, too.

MR; BAIY: My point is the way you have this now you
have to ch&nga the constitution before you can meet an
mergency . However,_I don't want to argue the point ét all,

A1 I want to say beyond that s that I am Just as proud to be

a member of this Councll s&a I have been the previoua two years
to sit up beaslde the chairman-or the Counclil and act as Director
of the 011 end Gas Division. There ien't anything that I could
have Iin the petroleum ingustfy that I would tresaure as much

as tholprivilege of serving on ﬁhié'Council, and being a

ﬁomher of 1%, |

80 it is s difference of experience, and I may say a
much less tense experilence to slt down the table hare than it

1 to sit up where Bob has been sitting today. It is a very
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pleasant and very profitable and very gratifylng experlence,

- and I am very glad to be a member. (Applause.)

CHAIRMAN HATILANAN: Mr. Friedman?

MR. FRIEDMAN: I know it is late, and I will take
but a minute, but 1t is a(matter of money also.

We, too, have our budget problems, and we have 1
budget coming up here at the end of this month, It waﬁ & year
ago, I believe, that we discussed the same matter in here
before,

| Max presented 1t very well. I ghall merely say that
the Bureau of the Budget has permitted us to ask this year for
the same amount of money that we asked for last year, that is
%400,000, for our entire year's expenses, including the
enforcement of the Conally Act.

Test year we éctu&lly got from the Congress §325,000,
80 We are asking for $75,000 mofe than we got, but the same
amouﬁt as we originally asked for,

" It w111 probebly be Alviéd ebout 50-50 between

the Connally Act, and the Gas and 01) Division., However, 1if

we got the money, it won't do us & lot of good unless we can

get some people to spend it on, and that starte with a new

director and it goes down and includes aﬁout six new technical
people that we.figure we could pay out of this asppropriation

and st11l provide them with 3ecretaries and the other clerical

: aaaist&ncb that they must have.

Unfortunatsly, our rbcruitmant-prdgram hae been
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unsuccessful. We have added cnly one new man to the atnff,f%%

LY
4

I tlhank w’ouu

' . )
MR, BALI: May I say a word on that? h

CHARMAY HAITANAN: Yes, _ ' '

h

Wi
MR. BAIJ: It is largely repetition of what 1 aald }
$400,000 for the 011 end Gas Division ia not an

amount hat needs +to make anybody shiver less a great buresurocragy

is being bullt up. It 1s a modest sum. I helped draw this

budgef request, and we kept it down so that, in the filrst
place, what we felt we could staff and spend, and apénd

edvantsgeously, would be done. Secondly, we kept it down

' pecause in the division - I am speaking now as though I were

st111 1n the Division - we don't want to build a big, powerful
bureau., We don't want to buil& a bureau at all. We want to
build just what we have always had, namely, an adviaory-
agency. |

The effectiveness of this Council and the effectivenesas
of the industry-government cooperation which you so very
eloquently described this morning, Walter, 1is dependent on an

adequate staff and adequate fihancing for the 011 and Gas

| Division,

We staggered along through this year understaffed.

Robody should be asked to work as long hours and as contlinuously
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as we worked in the 011 and Gas Division durlne this last.
vear, and Bob is having'to Ao 1t & lot more now, beqause
there 1z one less man there, and Bob is carryiﬁg all that
ﬁe carried before, and a1l that T carried.

There isn't anybody to distribute it to, because

' averybody else is 1oaded to the gills.

Earl, who went home & little whlls agzo, was trying
to attend two meetins at once about half tha time. ¥You can't
get around and 4o your job that way.

The point of all that I am saving i: that we will
get this money if the 511 industry, apd when T say we, I

am 3til] spealkting -- it is our mutusl intersst. whether I

am & member of the Council or whether I am a member of the

011 snd Gas Division -- we wil) get this money from

 Congress 1f'tha\induatry thinka we should have it., But the

industrr must thing we should have it, and the industry must

be willing to say the right thing at the right iime on the

®111.

If the 011 and Gas Tivision i{s going to hzve the
fuhds &nd carry oﬁ the kind of job thet thies Council needs to
have cafriad on, tﬁey must be there are the pfopér time with
the'proper words.

CHAiRHAN HAITANAN @ 'Max,‘we_have supported your

efforts up there during the previous Congress, 80 we will do

whet we cah again.

[ I . W
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MR, BATL: If you hadn't done that,'thara.wouldn't
be any (1 and Gas Division.

CRATRMAN HAITIANAN: I thirk we made a contribution
to 1t in any event,

Gentlemen, under the amendment to our Articles of
ﬁrganizsttoﬁ, which we have adopted, which provide for the
appointwent of s Finance Committee, I want to appoint that
commi ttee now,

I am going to appoint the same committes that has
submitted this budget nnandmént, namely, Mr. Jones as Chairman,
J. G. Nonnell, Frank M. Porter, Mr. Wescoat and Ralph T. Zook.

| I hope I may have your continued cooperation, nr;_
Jones, in working oﬁt our financial problems.
| Is there any new businesa?
The ncotiné 1h.nuw.adjourned.
(Whereupon, at 5:30 o'clock, p.m., the mesting

of the National Potrolaun;Cuupcil uﬁjournéd.)

[ v






